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Packaged unit substations 
mean packaged acceptance 


NEIGHBORHOOD ACCEPTANCE of substations serving 
residential areas is easier to achieve when you purchase 
and install substations as factory-built units. They’re 
more attractive, more compact, and much easier to 
landscape than space-consuming, piece-meal installa- 
tions. General Electric Company, Apparatus Sales 
Division, Schenectady 5, New York. 512-22 
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Lic UTiLiT1ES ForRTNIGHTLY . . stands 
federal and state regulation of both 
ivately owned and operated utilities and 
blicly owned and operated utilities, on a 
ir and nondiscriminatory basis; for non- 
Kcriminatory administration of ‘laws; for 
itable and nondiscriminatory taxation ; 
d, in general—for the perpetuation of the 
e enterprise system. It is an open forum 
r the Sy ‘xpression of opinion concern- 
P utility regulation and allied 
s supported by subscription and 
revenue ; it is not the mouthpiece 
i) or faction; it is not under the 
pervision of, nor does it bear the 
of, any organization or associa- 
tors do not assume responsi- 
€ opinions expressed by its 
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Jersey Central Power & Light Company’s E. H. Werner Station. Here the sugcess of the B&W Cyclong 
Furnace Boiler, the first installed in the East, has led to the purchase of two more boilers] 


he Bs. W Cyclone Furnace. 


A Modern, Economical Way 
to Burn Fuel for Power 











IN TILIZE LOW-GRADE FUELS 
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:W Cyclon ntst Cyclone Furnace Boiler was ordered by Commonwealth Edison Company in 1944. Since 
ore boilers his utility has purchased 15 more units, six of them for the Ridgeland Station shown here. 
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PURCHASERS OF 
. — THE B&W CYCLONE FURNACE 
ee he B&W Cyclone Furnace simplifies the entire process 
f coal preparation, combustion, ash handling and preamp elion 
: ; . ear ‘ FOR CENTRAL POWER Cyclone Furnace 
sh segregation. Its cost-saving quality contributes to STATIONS Boilers 
ower fuel costs and reduced maintenance as well as —— City — a 1 
increased operational simplicity, flexibility and safety. pn naa: net ” : 
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D handle and dispose of. The slag cleaning and fly-ash Missouri Public Service Co. 1 
robl ‘ : Monongahela Power Co. 1 
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with the Colors 


M3" who seriously studied the recent 
White House economic report to 
Congress were mainly seeking light on two 
aspects of our national economy. First, 
what is the nature and extent of the pres- 
ent decline or recession? Second, what is 
the basis for the President’s optimistic ex- 
pectation that there will be a balanced 
budget in the fiscal year ending June 30, 
1959—on the basis of present taxes? 
Telephone companies, for example, until 
recently were hoping that some progress 
might be made toward ending the excise 
taxes on telephone bills and long-distance 
calls. Originally started as a depression or 
emergency measure, away back in 1934, 
these taxes were greatly. expanded as a 
war emergency during World War II. But 
hope that Congress might be constrained 
to cut them down or cut them out, now 
that hostilities have been ended for over 
twelve years, has gone aglimmering. There 
is too much missile smoke. 


ANOTHER new fiscal development which 
has dismayed public utilities is the sudden 
demand by Secretary of Commerce Weeks 
for repeal or moderation of the provisions 
of the Federal-Aid Highway Act of 1956, 
which permits states to reimburse utility 
companies for highway relocation ex- 
pense. In the background of both of these 
problems we see the specters of more gov- 


JAMES W. CARPENTER 


JANE ESHLEMAN CONANT 


ernment spending and less government 
revenues from taxes. The new chairman 
of the House Ways and Means Commit- 
tee, Representative Mills (Democrat, 
Arkansas), speaks about “pulling the 
economy back from the depths to which 
it has fallen.” 


But the administration supporters in 
Congress seem to prefer a more op- 
timistic expression than “depths.” They 
see the output of goods and services in the 
fourth quarter of 1957 as only “14 per 
cent lower than the third quarter and 2 
per cent below the summer peak.” Pur- 
chases of goods and services in the fourth 
quarter were only a billion dollars less 
than in the third quarter of 1957, which 
is still pretty good. 


‘ie his recent party fund-raising speec! 
in Chicago, President Eisenhower di: 
reiterate a fundamental objective whic! 
should be reassuring in some quarters of 
the public utility business. That was wh: 
he said, “We believe that whatever can le 
done by private effort should be done |! 
private effort rather than by governme 
—not the reverse.” This, plus his comme 
deploring “extravagance in governm¢ 
spending” and inflation, constitutes a re 
affirmation of Eisenhower principles 1a 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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PAGES WITH THE EDITORS (Continued) 


down in 1952 and 1956. During Eisen- 
hower’s first administration a start was 
made in this direction, but lately there has 
been a slowing down, if not confusion. So 
it is good to hear the presidential rededica- 
tion to the basic principles of private en- 
terprise. 


OnE of the forms in which the adminis- 
tration was supposed to avoid unnecessary 
commitment of the government in busi- 
ness enterprise was the partnership policy 
for building multipurpose projects. We 
have grown to think of this in recent 
months as some sort of vague arrange- 
ment for federal participation along with 
local government and private interests. 
And it has been a prime target for those 
who stoutly believe that there should be 
federal power development or nothing. 


But, actually, the partnership arrange- 
ment does not even have to involve the 
federal government. It can be done on the 
state or regional scale. 


. | ‘HE Opening article in this issue deals 


with the Tri-Dam irrigation and 
power project on the Stanislaus river in 
the San Joaquin valley of California. The 
private enterprise side of this combination 
is Pacific Gas and Electric Company, while 
the public agencies are the Oakdale Ir- 
rigation District and the South San 
Joaquin Irrigation District. This did not 
involve any largess from Uncle Sam, or 
bigger bills for the taxpayers. This article 
tells how the state’s welfare has been in- 
creased, the farmers benefited, and private 
enterprise put on a profitable basis of in- 
vestment, so that everyone concerned has 
been well-satisfied. 


THE author of this story about the Tri- 
Dam irrigation and power project is JANE 
ESHLEMAN CONANT, a member of the San 
Francisco Call-Bulletin staff. She is a 
graduate of the University of California, 
mother of twin daughters, and daughter of 
the late California Lieutenant Governor 
John M. Eshleman, who at one time was 
president of the California Railroad Com- 
mission, the state utility regulatory body 
now known as the California Public Utili- 
ties Commission. 


© Fabian Bachrach 


W. TRUSLOW HYDE, JR. 


f fe story of employee solidarity in ; 
utility company, which begins o1 
page 223, is brought to mind through th 
memory of thirty-five busy years in a util- 
itv company. There is a realistic compari 
son with present-day relationships. The 
author is JAMES W. CARPENTER of Long 
Island Lighting Company. He does not 
think that the tradition of loyalty grows 
so favorably nowadays. But it must be 
remembered that the newcomers have 
grown up during a period of social change 
and revisions of philosophy about govern- 
ment and business relations. 


Mr. CARPENTER is a native of Scranton, 
Pennsylvania, and a graduate of Pennsy'- 
vania State University (BS, ‘14; EEF, 
20). After U. S. Army service in World 
War I, Mr. CARPENTER entered the serv- 
ice of the Union Electric Light & Power 
Company in St. Louis as an industrial 
power and heating engineer. In 1922 he 
became assistant to the president of Na 
tional Public Service Corporation in New 
York city, and since 1927 until he retired 
last year, he was, progressively, executive 
assistant, general manager, and com 
mercial vice president of the Long Islan 
Lighting Company. 


THE next number of this magazine wil 
be out February 27th. 


A, Clit. 
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New advantages for truck owners 
introduced in all-new 


Dodge Power Giants for ’58 


er, payioad, economy and styling features When it comes to economy, Dodge sweeps the 

e Docige 4-way leaders of low-priced 3 field because of its exclusive Power-Dome V-8 engine 
design that reduces harmful carbon deposits. This 

pit introduction of the new ’°58 Dodge Power improves gas mileage . . . practically eliminates the 

's brine. truck owners a series of the most out- need for major engine overhauls. 

‘ ys : ’ ° 

Ing ad\ ances in Dodge truck’s 40-year history. Dodge styling gives truck owners a real prestige 

ower, ‘or instance, Dodge offers three new bonus. Striking dual headlights, massive new grilles 

er Giani V-8’s that provide up to 234 hp. ... as and luxury cabs are exceptional highlights. 


as 24’, more than other low-priced makes All i . 
be extra 1 : " ° in all, truck owners would be well advised to 
epee — 9 a am — it easy under check into the ’58 Power Giant line-up before re- 
- +. Keep going longer, too. placing or adding units. These Dodge trucks are 
lad capacities are up to an all-time high. definitely four-way leaders of the low-priced three. 
SIS Construction features the elimination of 


8s Weight while actually increasing strength. D OD 7 
get as much as 14 more payload capacity. G ec od ower Giants 





Coming IN THE NEXT ISSUE 


(February 27, 1958, issue) 
* 


ELECTRIC CO-OPERATIVES RE-EXAMINED 
Recently there appeared in PUBLIC UTILITIES FORTNIGHTLY a thoughtful ari <le 


by a member of the Texas bar which raised the question as to whether the co-opera | 
form of business enterprise was a proper and desirable vehicle for electric utility : 
ice. This article, by the Honorable David A. Hamil, REA Administrator, gives anc 
side of the picture. Administrator Hamil outlines his reasons why he feels the ele 
co-operative is a proper and desirable form for utility-type operations in the : 
areas. The Administrator takes up the charges of discrimination and favoritism in f 

of the co-operative in such matters as alleged tax exemption and regulation exempt on, 
special tax treatment, and a comparison of co-operative rates with those of electri 
utility business enterprise. He concludes that the co-operative furnishes rural 
electric customers with a unique form of service organization—one in which they ca: 
join together for common benefits and better mutual understanding. 


TACONITE—A NEW SYMBOL OF FREE ENTERPRISE ’ 


When an older industry fades from its familiar place in the landscape, finding a new 
one to replace it is like finding gold in the back yard. The northernmost Central states 
were put in some such position when the richer iron and copper deposits became 
pretty well worked out. Necessity bore fruit again and a method of reducing the lower- 
grade, flinty ores was invented. Utilities, sharing in the boom, reflected this renais- 
sance. This article by John P. Callahan, foreign correspondent of The New York Times 
and free-lance writer on business topics, discusses the way in which the challenge of the 
failing iron ore deposits in Minnesota is being met through the stimulation of an entirely 
different industrial process. 


PLENTY OF POWER—AND SPUTNIKS, TOO 


In his recent Budget message, President Eisenhower noted that defense spending, 
which had exceeded $38 billion for the past two fiscal years, will rise to nearly $40 
billion in the coming fiscal year—assuming that the budget recommendations are 
carried out. The President then discussed the nation's fiscal dilemma of providing more 
funds for defense spending without increasing taxes or throwing the budget too far 
out of balance. In this article by Ernest R. Abrams, well-known New York city author 
of business articles, the suggestion is made that the nation's power needs could be me? 
while at the same time increasing tax revenues available for defense spending. The 
author presents figures supporting the idea that the business-managed electric power 
industry—as a tax-paying partner—can be of real help in meeting the bill for missiles 
and sputniks. 


* 


Al oo Special financial news, digests, and interpretations of court and c:m- 
mission decisions, general news happenings, reviews, Washing‘on 
gossip, and other features of interest to public utility regulators, ¢°m- 
panies, executives, financial experts, employees, investors, and ofh:'s. 
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“T do not exclude the 
intelligent anticipation 
of facts" 





even before 








they occur.” 
—-CURZON 








*Rate Commissions will 
consider them too 


R&S HAS THE KEY to “intelligent anticipation of facts” upon which rate increase 
applications can be solidly based—continuing monthly rate analyses, delivered in plenty 
of time for a ‘forward instead of a backward look’. 
The difference can be great in return on invested capital (which now should be 
614—7%) and in more favorable terms when seeking new capital for expansion. 
R &S “One Step” Method of Bill Analysis 
is simplicity itself to put into operation—we do 
all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 
We would like to send you the complete 
‘tory—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
SILL ANALYSIS’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 


NATION-WIDE SERVICE 
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“There never was in the world two opinions alike.” 


KENNETH B, KEATING 
U. S. Representative from 
New York. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Roy L. Reirson 
Vice president and economist, 
Bankers Trust Company, 
New York. 


FREDERICK R. KAPPEL 
President, American 
Telephone and Telegraph 
Company. 


LEE A. DUBRIDGE 
President, California Institute 
of Technology. 


T. S. PETERSEN 
President, Standard Oil Company 
of California. 


SAMUEL G, BAKER 

General manager, organic chemicals 

department, E. I. du Pont de 
Nemours & Company. 


—MOonNrTAIGNE 





“T have no quarrel with the desire of the court to 
protect the rights of each and every citizen . . . but 
the guaranties in the Constitution of individual per- 
sonal liberties do not contemplate the self-destruction 
of those very liberties.” 


¥ 


“After years of subsidies to so many special interest 
groups it would not be surprising if many people had 
lost the will to distinguish between government give- 
away and things that have no connection with either 
government or giveaway.” 


¥ 


“ 


. our tax structure needs to be so revised that 
it will stimulate savings; the present philosophy under- 
lying our tax system—namely, that consumption rather 
than savings should be encouraged—is clearly inappro- 
priate to the needs of a rapidly growing economy.” 


¥ 


“The long-term outlook is that telephone services 
must be widely expanded to meet all the needs of our 
fast-growing country. Under these circumstances we 
foresee the need for continuing heavy construction 
which will require new capital in the range from $1 
billion to $1.5 billion a year.” 


¥ 


“Science is not like a race between horses ; it’s some- 
thing like a race between fleets of sailboats, and once 
in a while one will cross the finish line ahead of the 
others—but not the whole fleet of any country. This 
time Russia, maybe next England. The important thing 
is they cross the line, and all the fleets learn some- 
thing.” 

* 


“Only by preserving an economic climate that en- 
courages investment by the public in private enterprises 
are jobs created and the continuing prosperity of the 
state and the nation assured, and only when continuing 
prosperity is assured are conditions favorable for 
schools and colleges to obtain the resources they need 


for growth.” 
* 


“If human progress through technological change 1s 
to continue, industry must not lose the confidence and 


support of the American people. . . . To the extent that 
the past is a guide to the future, and to the extent that 
we can win public understanding against the public and 
private assaults that are being made upon us, there is 
every reason to believe that we in the United States will 
be able to meet the challenge of an accelerated rate of 
technological change.” 
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ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
by 
POWER REACTOR DEVELOPMENT COMPANY 
and 
THE DETROIT EDISON COMPANY 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 





COMMONWEALTH SERVICES INC. 


New York, N. Y. Jackson, Mich. Washington, D.C. Houston, Tex. 


, 300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 
JACKSON, MICHIGAN 
The Commonwealth Professional Engineering Organization 
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rc duce 24 000.000 kw ? 


About 22,000—so far. That is the number of generators 
Electro-Motive has built during the past twenty years, for a 
total generating capacity of more than 24,000,000 kw. 


As a leading manufacturer of electrical equipment, Electro- 
Motive has not only produced thousands of generating units, 
but in the process, has also contributed materially to “‘improv- 
ing the breed.” Electrical engineers at Electro-Motive are con- 
tinuously experimenting with new design improvements, new 


processes that result in more efficient, longer-lived units. 


It is this background of experience in production, design 
and research that stands behind Electro-Motive power equip- 
ment. It is your assurance of dependability, economy and long 
life under the difficult applications of low load factor generation 
for which they were designed. Why not ask your Electro-Motive 


representative for additional information? 





1000 kw units for use on sidings or placed 500 kw units offer excellent mobility for 
on piers for semi-permanent use. many temporary applications. 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS 


LA GRANGE, ILLINOIS 
Sales offices in Chicago, New York, St. Louis, San Francisco = 
in Canada: General Motors Diesel, Limited, London, Ontario 





“WHAT D’YOU 
SEE, MISTER? 


The future, son! New homes, new towns, 
industry ...in the Heartland of Amerigit 


* * * 


The natural gas pipeline surveyor is a sym 
of progress . . . of residential and indust 
growth in that part of America’s Heart 
served by Columbia Gas System. 


In Ohio, Pennsylvania, West Virginia, 
tucky, Virginia, Maryland, and southemN 
York, the demand for natural gas ke 
mounting rapidly. :Ten years ago, Colum 
delivered 231 billion cubic feet of gas to 
homes, businesses, and industries it sen 
Last year, that figure rose to 605 billion # 
1961, it is estimated that the System’s cust 

ers will require 845 billion cubic feet annua 


Columbia Gas System companies look to 
future by planning and building to meet th 
increasing needs for natural gas... tok 
pace with the phenomenal growth of Am 
ica’s Heartland. 
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COLUMBIA GAS SYSTEM SERVICE CORPORATIER Wh.) 
120 East 4ist Street, New York 17, "Hh. 
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THE COLUM 











CHARLESTON GROUP: United Fuel Gas Company, Amere Gas Utilities Company, Atlantic Seaboard Corporation, Central Kentucky Natu’ i Gas OME eter ( 
Virginia Gas Distribution Corporation, Kentucky Gas Transmission Corporation. COLUMBUS GROUP: The Ohio Fuel Gas Company = 1 
PITTSBURGH GROUP: The Manufacturers Lightand Heat Company, ColumbiaGasof New York, Inc., Cumberland and Allegheny Gas Company, Home Gas op * ve. 
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makes it possible—twenty-four hours a day 


0 matier what time of day or night a call for serv- 
e com«:s in—KARDEX Customer Service Location 
ecord enables you to serve customers promptly and 
ficientiy. Result? Maximum customer good will at 
inimuzn operating cost. 
When a call for service is relayed to the clerk at 
e KARDEX cabinet containing the records of the 
er, ihe facts are noted on both a Master and 
eter Order Card. Because the Meter Order Card 


ravels” as the order, no further writing is necessary 
ieee oo —P LB ORT 


—and within 60 seconds after the call is completed 
the Meter Order Card is on its way to the dispatcher 
for action. 

To learn of the many advantages of this system 
for serving and satisfying, write for FREE illustrated 
folder ‘“New Horizons In Public Service” to Room 
1250, 315 Fourth Avenue, New York 10, New York. 

Remington. Fran. 


DIVISION OF SPERRY RAND CORPORATION 





AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEE: 


The P.U.R. Guide 


»> A new and different approach to the educational needs of utility employees — call 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptivei: 
the GUIDE is referred to as “a journey of understanding.” It takes the user through t: 2 
economics of public utilities and through many other non-technical phases of utility o: 
eration. It was organized by and is issued under the general supervision of an experienc: j 
staff of specialists. 


& THE P.U.R. GUIDE program is a systematically and consecutively arranged series «{ 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step sto 
about the nature of the utility business, its important place in the American economy, t*. 
present conditions under which it is conducted, its day-to-day objectives and responsibi’. 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the “management team.” 








Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 

















Certificate of meritorious completion 








Glossary of words and terms and complete index 





Ring binder embossed with enrollee’s name 
Leader’s Manual for group discussion 

Occasional reprints from Public Utilities Fortnightly 
Enrollments on company order only 


Next group—April 1, 1958. 


Comments about THE P.U.R. GUIDE 


One of the best educational programs we have had in I am sure the total series of 52 will prove of inesti- 
years. mable value to the utility industry. 


Division Manager Vice President & General Managet 


We all feel that this is a program that is needed in . : : 
the public utility industry. I would like to have received it twenty years ago. 
Vice President Division Manager 


I know of no better source for obtaining information We feel that THE P.U.R. GUIDE training program 


it contains. i i i 
—— is being well received. 
District Manager Training Coordinator 


I am sure that this new publication will prove of . : , ‘ , 
great value in the training of our younger personnel. I find the material very interesting and instructive. 
President Division Manager 


We are pleased we have had an opportunity to offer 
the course to our management people. 
Division Manager Employee Relations Dep:: tment 


All of the men are interested and believe the studies 
to be quite worthwhile to them. 


Those in charge of employee education or training may obtain further information from: 


PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building 7 Washington 4, D. ©. 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 lbs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., anda 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
bs : Newport News built equipment, on 
Ll ae the site. 


The TEST of a TITAN 


Here i: one of the largest high head butterfly valves ever built, 
undergoing a shop test at Newport News. If you had an 

oppor nity to follow this unit from start to finish, you would see 
first hind how Newport News produces massive equipment 


econo:ically. For economy is a basic advantage that results from NEWP ORT 
Newp rt News’ high integration of skill and production facilities. 


NEWS 


La: engineering and technical staffs, operating a plant 
sing acres of brass, iron and steel foundries, five huge 
e shops and other extensive fabricating facilities, have made SHIPBUILDING AND 
‘t News one of the world’s largest producers of hydraulic DRY DOCK COMPANY 
, valves, gates, penstocks and other essential equipment... Newport News, Virginia 
ndard and special in design. 





is bid on your equipment. Write us today for your copy of 
et Power Equipment.” 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry ning, financing, or cultivation of the finan- 
has had its share of financial complexities. cial community—our Analytical Studies, 
However, close to the pulse of the finan Seminars and Round Tables may prove 
cial world and to the Industry itself, our valuable aids to your company’s future. 
specialists continue to reach ahead with For more information, call Public Uti 
new and sound approaches. ities Department at Dlgby 43500 c: 

Whether an undertaking of capital plan- write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 
Capital Funds over $130,000,000 Total Assets over $1,500,000,000 


Ricuarp H. West, Chairman of the Board Georce A. Murpny, Pr: ident 
Public Utilities Department—JoHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





asign work on all these new 
| tations is going to be hard 


idle with our present force. fee YOUR NON-R ee 


OPERATIONS TO PIONEER 


Design and Consulting 
Engineering Services 
Pioneer has specialized in design 


Of course! They have enough ing power plants. for 56 years. It 


: ‘ : offers design service for fossil fuel, 
to do handling routine duties. hydro and atomic plants. It will 


Why don’t you call in Pioneer? also assist in forecasting load 
growth, in site selection, in pur- 
chasing and expediting of equip- 
ment and in supervising construc- 
tion. Pioneer’s other services in- 
clude substation, transmission and 
distribution studies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis... 
certificate proceedings and rate 
of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agementengineering advice, finan- 
cial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
Stock ledgers when desired. 


e 


Me pets bookie, “Vinearing Pioneer Service 
ew Horizons in Power.’ De- . . 

scribes, illustrates Pioneer’s & E no ineerl nd C 0. 
engineering services, and cor- 

porate services, from financ- 231 South La Salle Street 
ing to operation. Chicago 4, Illinois 


NEW! 
Qn your letterhead, write for 
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Combustion’s Annualls 


A FEW OF THE MANY POWER STATIONS IN WHICH C-E BOILERS WERE PLACED IN SERVICE IN 1957 


RUSSELL STATION 
Rochester Gas and Electric Corporation 
Unit No. 4—a C-E Controlled Circulation Boiler — 
started up in February. Steam conditions —1825 psi; 
1055/1005 F. Capacity—75,000 kw. Three C-E 
Natural Circulation Boilers were installed in pre- 
vious years. 


GULF COAST 
STEAM PLANT 
Mississippi 
Power Company 
Unit No. 1—« C-E Nat 
ural Circulation Radiant 
Reheat Boiler — started 
up in June. Steam con- 
ditions— 1875 psi; 1000/ 
1000 F. Capacity 
75,000 kw. A duplicate 
of this unit is now on 
order. 





WILL CQUNTY STATION 
Commonwealth Edison Company 
Unit No. 7—a C-E Controlled Circulation 
Boiler — started up in June. Steam condi- 
tions— 2100 psi; 1050/1050 F. Capacity 

— 275,000 kw. 


GALLATIN STEAM PLANT 
Tennessee Valley Authority 
Unit No. 2—a C-E Controlled Circula- 
tion Boiler—started up in May. Steam 
conditions—2035 psi; 1053/1053 F. 
Capacity — 275,000 kw. A duplicate unit 
is already in service and two similar 
units are on order. |; ce ee ee 


POTOMAC RIVER STATION 
Potomac Electric Power Company 
Unit No. 5—a C-E Controlled Circulation Boi’ 
started up in May. Steam conditions— 1875 
1050/1000 F. Capacity— 103,000 kw. Two dupl 
boilers and two C-E Natural Circulation Boilers 
installed in previous years. 


COMBUSTIC 


Combustion Engineeri 





LL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR RE 
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al{Statistical Report 


Here are some statistical highlights 
of C-E work which reveal the part 
Combustion is playing in supplying 
steam for the nation’s electrical 
needs and in contributing to the 
advancement of power practice. 





Capacity of Units Placed in Service in ‘57 — 3,650,000 Kw. 


C-E Controlled Circulation Boilers account for well over half of this new capacity. 


All units for turbine throttle pressures in excess of 1900 psig and capacities in excess of 





125,000 kw are of the controlled circulation type. 


CAST 

PLANT 

am Capacity of Units Ordered in ‘57 — 4,600,000 Kw. 

a C-E Nat. 

on Again C-E Controlled Circulation Boilers account for more than half of the 

toa total capacity as well as for all units in the 1900-up pressure class. Capacities of the 
a controlled circulation units range from 75,000 to 500,000 kw, 

is now on with four units above 300,000 kw. 


Capacity of Units for 2400 Psig and Above Ordered to Date — 8,415,000 Kw. 





85 per cent of this capacity is accounted for by C-E Controlled Circulation Boilers. 


C-E Sulzer Monotube Steam Generators account for the remaining 15 per cent. 


Controlled Circulation Capacity in Service and on Order — 20,000,000 Kw. 









Such large-scale acceptance of a new design of boiler in so short a time — 
since 1950 — is unparalleled. 20,000,000 kw is about 20 per cent of the present 
steam generated capacity of the entire utility industry — a capacity that 

has taken more than three quarters of a century to accumulate. 
ra 


asi; 
ate 


IE NGINEERING [} 


200 Mc son Ave., New York 16, N. Y. C-146 





PAPER MILL EQUIPMENT; PULVERIZERS; FLASH DRYING SYSTEMS; PRESSURE VESSELS; SOIL PIP 
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SACRIFICE "The Gay OWNER MONG 
Adventure’ ABROAL 








A YACHT FOR COMPANY USE 


DESCRIPTION AND SPECIFICATIONS 


Unique opportunity for business executive or organization to acquire 80-foot twin 


diesel cruiser, excellent for living or entertaining purposes. Two large double cabins with 
twin beds and connecting big bathrooms containing tubs and showers. One single cabin. 
8-foot headroom below decks and large windows. Dining saloon (seats 10), deck lounge 
and afterdeck, ideally arranged for parties. Good galley and crew’s quarters. Engines 


Sou 


rebuilt by General Motors in 1957. Double plank hull surveyed and refastened at Day- ends 
tona Beach Boat Works, 1957. New fuel tanks and refrigerator. Entirely repainted ‘a 
throughout. Fully furnished and ready to go. Must sacrifice as owner is going abroad. 
Can be seen at Bahia Mar, Ft. Lauderdale, Florida, by appointment with Captain aboard. 


Can be financed with Maryland Credit Finance Corporation. Brokers protected. 


For full information "The Gay Adventure" 332 Pennsylvania Buildin 
write or wire— Washington 4, D. C. 
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Thursday—13 


National Society of Profes- 

sional Engineers begins 

spring meeting, East Lans- 
ing, Mich. 


Friday—14 
Annual Corrosion Short 
Course for Pipeliners ends, 

Tulsa, Okla. 


Saturday—15 


Southern Safety Confer- 

ence, Inc., will hold exposi- 

tion, Memphis, Tenn. Mar. 
2-4, Advance notice. 


Sunday—16 


American Institute of Min- 
ing, Metallurgical, and Pe- 
troleum Engineers begins 
annual meeting, New York, 


1 fa) 





Monday—17 


American Managewy::: As- 

sociation begins mid inter 

personnel conference, Chi- 
cago, Fil: 


Tuesday—18 


National Association of Ra- 
dio and Television Broad- 
casters begins conference of 
state association presidents, 
Washington, D. C. 


@ 


Wednesday—19 


Minnesota Telephone As- 
sociation ends 3-day annual 
convention, St. Paul, Minn. 


Thursday—20 


National Wiring Sales Con- 
ference begins, Detroit, 


Mich. 





“riday—21 


South“ Gas Association 

ends °-day distribution 

mana onent conference, 
’ Orleans, La. 


Saturday—22 


Texas Telephone Assocta- 

tion will hold annual con- 

vention, Dallas, Tex. Mar. 
3, 4. Advance notice. 


Sunday—23 


Pacific Coast Electrical As- 
sociation, Business Devel- 
opment Section, will hold 
meeting, Los Angeles, Cal. 
Mar. 6, 7. Advance notice. 


Monday—24 


American Bar Association, 

House of Delegates, begins 

midyear meeting, Atlanta, 
Ga. 





1esday—25 


Nuc Congress, cospon- 
sored» American Society 
of hanical Engineers 


and Engineers Joint 


Cou: will be held, Chi- 
cag !. Mar. 16-22. Ad- 
vance notice. 





Wednesday—26 


National Association of 

Corrosion Engineers will 

hold meeting, San Fran- 

cisco, Cal. Mar. 17-21, Ad- 
vance notice. 
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Thursday—27 


Pennsylvania Electric As- 
sociation, Electrical Equtp- 
ment Committee, begins 
winter meeting, Pittsburgh, 


Ba. 





Friday—28 


New England Gas Associa- 

tion will hold annual meet- 

ing, Boston, Mass. Mar. 20, 
21. Advance notice. 
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Courtesy, Utah Power & Light Company 


Silhouette of a Lonely Sentinel 


Electric service in the area of new uranium reduction mill at Mexican Hat, Utah. 
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The Tri-Dam Partnership 


* This article deals with an irrigation and power project 
on the Stanislaus river in the San Joaquin valley, Cali- 


fornia. 


It tells how the state’s welfare has been in- 


creased, its farmers benefited, and private enterprise 
put on a profitable basis of investment, so that every- 
one concerned has been well-satisfied. 


By JANE ESHLEMAN CONANT* 


HE word “partnership” commands 

much attention nowadays. It is a 

familiar term, for instance, on 
Capitol Hill. 

It is of interest, too, in such places as 
Manteca and Oakdale, California. But 
there it is by no means on the political 
or theoretical level. 

There it is quite down to earth. It sim- 
ply means: 

Farmers needed more water, and they 


*Staff member, The Call-Bulletin, San Francisco, 
California. For additional personal note, see “Pages 
with the Editors.” 


An explosively growing state needed 
more electric power, and it got it. 

This did not involve largess from 
Uncle Sam, or bigger bills for the tax- 
payers. The state’s wealth has been in- 
creased, the farmers benefit, private enter- 
prise stands to make a profit on its in- 
vestment, and apparently evervone con- 
cerned is well-satisfied. 

The partnership, in this case, is the Tri- 
Dam irrigation and power project, on the 
handsome, tumbling Stanislaus river in 
the San Joaquin valley, heartland of Cali- 
fornia. 
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Partly, it is the record of determined 
and venturesome men, who were not un- 
willing to try new paths if they could 
lead to success. 

Basically, it is the essentially simple 
pattern: mutually beneficial partnership 
by private enterprise and public agencies. 


_ private enterprise side of this 
union is Pacific Gas and Electric 
Company. The public agencies: the Oak- 
dale Irrigation District and the South San 
Joaquin Irrigation District. 

Their benefits : 

For PG&E: A new power supply of 
81,000-kilowatt capacity, to be taken into 
its statewide system at a fair price. 

For the irrigation districts: A maxi- 
mum of 230,000 acre-feet of additional 
water storage, better to meet the irriga- 
tion demand and to protect the farmers 
against drought years. 

The presidents of the two districts 
summed it up in what may be the best 
overall appraisal. They said: 


We have created a $52 million proj- 
ect without one cent of federal or state 
aid and without any economic risk to 
our taxpayers. 


That sounds like quite an undertaking 
—and so it was. In fact, it took the irriga- 
tion districts many years to make their 
dreams come true. 

But against this background the ulti- 
mate solution was simplicity itself : 

PG&E contracted to buy all the power 
generated at Tri-Dam’s three plants, on 
an annual, fixed-fee basis. 

The aggregate to be paid by the pri- 
vate company during the fifty years of 
the contract will amount to about $115 
million. 
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With that firm and solid guaranty— 
enough to cover all their bonding costs 
and then some—the districts found an 
eager market for their bonds, where, be- 
fore, buyers had been reluctant. 


+ ae the money was at hand, only the 
problems of engineering and con- 
struction remained to be solved, and these, 
while presenting certain difficulties, were 
quickly cleared up. 

Tri-Dam has been operating since mid- 
summer of 1957, and the schedule called 
for full service in early 1958. 

Ralph A. Tudor, San Francisco engi- 
neer who co-ordinated the building job, 
said he regards it as an excellent example 
of the Eisenhower “partnership” policy 
which Tudor himself helped to promote 
when he was serving as Under Secretary 
of the Interior. 

“T believe that all these projects should 
be at the lowest possible level of govern- 
ment,” he said, “‘so that the people them- 
selves can control their own activities. 

“Private enterprise is the backbone of 
the economy of this country. 

“I don’t believe the federal govern- 
ment should do anything that local groups 
can do. Only where problems are too big 
is it appropriate for the federal govern- 
ment to undertake its fair share.” 

In the case of Tri-Dam, the lowest 
possible level of government is, indeed, 
close to the people. The two irrigation 
districts are the farmers themselves. Their 
purpose is to find and distribute water 
to the fertile but often too dry inland 
valley. 


NTIL Tri-Dam, the districts took their 
water from the free flow of the 
Stanislaus river, supplemented by the 





? 5 & | 


he 
n- 
$e, 
Te 


Ips 
ig 


est 
ed, 
ion 
eir 
ter 


ind 


eir 
the 
the 


THE TRI-DAM PARTNERSHIP 


112,500-acre-foot capacity of the Melones 
reservoir and the 36,000-acre-foot Wood- 
ward reservoir. 

In years of good runoff, this was ade- 
quate. But the farmers could not be com- 
placent. “Good runoff” is a dream not 
always realized in California’s uneven 
cycle of wet and dry years. And when 
the state’s great boom began with World 
War II, more water was needed to match 
the intensified farming. 


The possibilities of new water storage 
were explored as far back as 1924, when 
the Melones dam was completed. 


More surveys were made in 1938, and 
tentative plans were made to build one 
new reservoir. The farmers thought the 
Public Works Administration might help, 
but this did not work out. 

The war and ensuing expansion spurred 
the efforts. There were water rights to 
be settled, engineering work to be done, 
legal negotiations to be conducted. In all, 
before the final plan was agreed on, the 
districts spent some $1.5 million of their 
own money before they could sell a single 
bond. As engineer Tudor put it: 


This was truly “risk capital” and at 


@ 


times it appeared that the risk might 
be a total loss. But it is the kind of 
risk that must be taken in a project of 
this nature. 


(As it turned out, the PG&E contract 
protects this risk investment, too.) 


(y= the plan for three dams was de- 

cided on, the hard-working irrigation 
district leaders had many more chores. 
They had to set up bond issue elections, 
seek Federal Power Commission licenses, 
and gain permits from the state of Cali- 
fornia Division of Water Resources. All 
this was achieved slowly and with dili- 
gence. All of it led only to the all-impor- 
tant, $52 million question: “Where is the 
money coming from?” 

The districts considered distributing 
and marketing the project’s power output 
themselves. This led to a major financial 
roadblock : Experts warned that they were 
stepping onto economically unsound 
ground, and bond buyers would keep their 
checkbooks closed. 

It was then that the districts turned 
to PG&E. 

To begin with, the company already 
had two generating plants of its own on 


It is a familiar term, for instance, on Capitol Hill. It is of in- 


gq “THE word ‘partnership’ commands much attention nowadays. 


terest, too, in such places as Manteca and Oakdale, California. 
... An explosively growing state needed more electric power, 
and it got it. This did not involve largess from Uncle Sam, or 
bigger bills for the taxpayers. The state’s wealth has been in- 
creased, the farmers benefit, private enterprise stands to make 
a profit on its investment, and apparently everyone concerned 
is well-satisfied. The partnership, in this case, ts the Tri-Dam 
irrigation and power project, on the handsome, tumbling 
Stanislaus river in the San Joaquin valley, heartland of Cali- 


fornia.” 
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the Stanislaus, and thus could advantage- 
ously integrate the new power into its 
system. 

There was much negotiation, and finally 
the agreement between the districts and 
the company was reached in July of 1952. 

Engineer Tudor calls the contract “in- 
teresting and in many ways unusual,” and 
also “the basic instrument of financial 
success of the project.” 


nea contracted to pay flat sums semi- 

annually—regardless of water flow, 
disaster, or mechanical breakdown. In re- 
turn, it will take all of the power generat- 
ed at Tri-Dam’s three plants, which are 
owned and run by the districts. 

The company will pay $2,204,000 a 
year until the bonds are retired at the 
end of the year 2004. 

These fixed fees are the sole security 
for the bonds sold by the districts to fi- 
nance the job. The speed with which buy- 
ers snatched them up indicated that the 
PG&E payments were regarded as security 
aplenty. It has been pointed out that the 
company must pay this money—the price 
for the delivered power—before it pays 
interest to its own bondholders. 

In addition to the power revenue, the 
districts will receive from PG&E a vary- 
ing annual fee based on a labor index— 
approximately $302,000. This is designed 
to take care of certain operating costs. 

The payments compensate the districts 
for the new water which will increase the 
electrical output of PG&E’s existing 
Stanislaus and Melones plants in the river 
area involved. 

The total, in round figures, amounts to 
the already mentioned $115 million. 


Or= PG&E’s guaranty was given, the 
bonds were sold and plans for con- 
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struction proceeded. Tri-Dam has now 
become a reality. 

Its primary purpose was water. To this 
end, it will provide 48,000 more acre-feet 
of runoff each year on the average, and 
can improve the supply by as much as 
136,000 acre-feet in critical dry years. 

The power plant’s dependable capacity 
will be 81,000 kilowatts, and the average 
annual electric energy output will be 472 
million kilowatt-hours. In addition, the 
release of stored water from the two 
upper dams in the project will increase 
the annual output of the two existing 
PG&E facilities by 88.3 million kilowatt- 
hours. 

Tri-Dam gets its name, of course, from 
its three dams. 

The uppermost, at 4,916 feet elevation 
on the middle fork of the Stanislaus, is 
Donnells, a handsome concrete arch struc- 
ture 960 feet long and rising 290 feet 
above the stream bed. The water is caught 
behind it in a reservoir three miles long 
and capable of storing 64,500 acre-feet. 

Donnells’ water drops through a 7.2 
mile tunnel to the 2,600-foot penstock 
with a 1,200-foot drop to the powerhouse, 
where there is one generator unit with an 
installed capacity of 54,000 kilowatts. 

Beardsley dam lies about 12 miles down 
river from Donnells, and is the largest 
of the three as far as water storage is 
concerned. 

Its 1,000-foot earth-fill dam can hold 
97,500 acre-feet of water, also on the 
Stanislaus’ middle fork. The powerhouse, 
which lies directly downstream, has one 
unit of 10,000 kilowatts installed capacity. 


' | ‘ULLOCH is on the main river about 
45 miles down from Beardsley, and 
is the water-stabilizing key to the districts’ 
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Tri-Dam Essentially a Water Project 


6 at betas has now become a reality. Its primary purpose was water. 

To this end, it will provide 48,000 more acre-feet of runoff each 
year on the average, and can improve the supply by as much as 136,000 
acre-feet in critical dry years. The power plant’s dependable capacity will 
be 81,000 kilowatts, and the average annual electric energy output will be 
472 million kilowatt-hours. In addition, the release of stored water from 
the two upper dams in the project will increase the annual output of the 

two existing PGGE facilities by 88.3 million kilowatt-hours.” 





irrigation control operation. It will catch 
excess water passing through the upper 
works and distribute it through adjacent 
Goodwin diversion dam. 

Tulloch has a 7-mile reservoir with 
68,400 acre-feet of storage capacity, and 
a powerhouse with two units producing 
17,000 kilowatts. 

At the dedication ceremonies last June, 
PG&E President N. R. Sutherland point- 
ed out that this was by no means the com- 
pany’s only “partnership” venture. He 
cited a number of earlier ones and referred 
to the similar arrangement the company 
has proposed to the federal government 
in connection with the Trinity river de- 
velopment. 





“A dream is coming true here this 
morning,” Sutherland told those who 
gathered for the dedication. 

“You folks have built a great water 
project. Your friends and neighbors of 
Pacific Gas and Electric Company have 
been privileged to lend a hand, and we 
are proud to be partners with men who 
go out and do the job that has to be done. 

“You had to have more water to sus- 
tain your thirsty acres. Now you've got 
it. And thereby hangs a tale of American 
ingenuity and enterprise.” 


oo said Tri-Dam’s  signifi- 
cance was in the way the job was done. 
“Tri-Dam has been constructed without 
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burdening the water users,” he explained. 
“The capital investment was made with- 
out government subsidy. 

“With an assured market for the elec- 
tric power, which is generated as a by- 
product of the water development, you 
have succeeded in financing a $52 million 
project. PG&E’s payments to the districts, 
which will total approximately $115 mil- 
lion, will retire the bonds. These payments 
also will meet project costs including op- 
eration and maintenance over the contract 
period which extends to the year 2005.” 

“This is a sound and fair business 
proposition for all concerned, including 
PG&E,” he added. 

The company president emphasized that 
electric power from such projects, de- 
signed primarily for the control and stor- 
age of water, is difficult to utilize eco- 
nomically by itself. Its greatest value, he 
said, comes when it is integrated into a 
regional electric system—a system like 
that of PG&E. 

Sutherland went on to say that the prob- 
lems involved were conquered by “co-op- 
eration at the local level,”’ in what he likes 
to call the “pitch-in” method. That, he 


said, is in contrast to the “stand-back” 
method, which “waits for the other fellow 
to do something.” 


G&E’s offer to construct and operate 

the electric power facilities in the Trin- 
ity river project is in this same Tri-Dam 
spirit, he declared, saying: 

“Co-operative development of the Trin- 
ity will yield large additional benefits and 
thereby further assist the resolution of 
California’s water problems.” 

He concluded : 

“We of PG&E are proud to join with 
you today in the dedication of Tri-Dam. 
Weare as proud of these dams and power- 
houses as if they were our own. More than 
belonging to and serving the Tri-Dam dis- 
tricts, they serve the people of the entire 
region, just as do our PG&E-built plants. 

“Our broad objectives are the same. We 
have helped one another here. Our com- 
pany and all our people are ready to help 
any and all of our neighbors whenever and 
wherever we can. With everybody help- 
ing in the way he best can, we will move 
right ahead toward solutions to all our 
community and state problems.” 





Using Man Power Efficiently 


“_. . im our experience, the soundest and most practical long- 
range approach to the shortage of scientific and technical man 
power is to use that man power more efficiently. To us this simply 
means that we use engineers as engineers, not paper shufflers; 
scientists as scientists, not bottle washers ; technicians as technicians, 
not clerks. 

“That direct approach has two important advantages, we find. 
First, scarce scientific man power becomes immediately more pro- 
ductive when it is used to do only what it does best. Second, under 
these conditions the job of each engineer or technician becomes far 
more satisfying professionally and personally rewarding. Good 
men are more apt to stay long enough to contribute both to the 
company and to their own individual growth.” 

—W. F. RockwELt, Jr., 
President, Rockwell Manufacturing Company. 
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The Leaven of Loyalty 


This is a story of employee solidarity in a utility com- 

pany brought to mind through the memory of thirty- 

five busy years in a utility company. There is a realistic 
comparison with present-day relationships. 


By JAMES W. CARPENTER* 


N amusing and emphatic example of 
employee solidarity in a utility com- 
pany comes clearly to mind through 

the haze of some thirty-five busy years. 
It happened one hot, humid summer night 
when Fred Mathes and I got back to the 
office of the Tidewater Power Company 
in Wilmington, North Carolina. After a 
hard day upcountry negotiating contracts 
and financing for a proposed transmission 
line, we had urged the purchasing agent, 
our chauffeur for the day, to get on home 
for a late supper. We stayed in the office 
to check over our results to date, to place 
the next steps in the project, and then to 
think about something to eat. 

Ideas of food went out the window 
when all the lights blacked out in a trice. 
We could see it was a general interrup- 
tion because other buildings showed black, 

*Former vice president, Long Island Lighting 


Company, Mineola, New York. For additional per- 
sonal note, see “Pages with the Editors.” 


the street lights were not working, and 
the trolley cars stopped dead. With no 
automobile and no streetcars we had to 
leg it for the power plant; three blocks 
from there we could hear the loud rush 
of escaping steam and we could fearfully 
imagine a burst boiler. 

When we reached the plant we found 
half the operating employees of the com- 
pany streaming in through the doors and 
yelling for something to do—with hand 
flashlights snapping on and off they came 
like fireflies sparking in the dark. It was 
a great relief to learn that it was not too 
serious. An automatic control had tripped, 
a condenser had lost its vacuum, and the 
whole plant was shut down. 


W 2 the men were scurrying around 

starting the station up from scratch, 
the unlisted phone rang loudly and con- 
tinuously. Jim Wommach, the line super- 
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intendent, reluctantly picked up the re- 
ceiver ; it was an anguished call from Hen- 
ry Sherman, chief engineer, marooned at 
his summer cottage at Wrightsville Beach, 
12 miles away, and helpless to get to the 
plant because the traction line was his only 
means of travel. Desperately he cried to 
Jim, “Can I do anything to help if I get 
there ?”” Wommach’s answer was a photo- 
graph of the plant interior, “Henry, there 
ain’t even room inside here for another 
man.” 

That’s employee loyalty to his company. 
No matter the hour, the toil of the day, 
the rate of pay, the task to be done; the 
pledge of the utility company for perma- 
nent, full service is met by those who have 
pride in their company and feel their own 
obligation to maintain the high standing 
of their collective reputation. 

It is twenty-five or more years back to 
the day when it was really a strain on 
friendship to have a New York Telephone 
employee or supervisor in one’s home or 
office. No selling agency was ever more 
effective than that army of volunteer solici- 
tors who suggested, stressed, urged the 
virtue of another extension, a bedside 
phone, a remote call bell, or some other 
form of company service. Not for sales 
commission or rating points or even for 
friendship, they all pressed home the 
value of their service—and they brought 
in a whopping pile of orders. They, too, 
underscored another example of the in- 
herent concern of the seasoned utility man 
or woman for the best interests of the 
company. 


ens casual samples direct attention 
to this factor of loyalty in the make- 
up of employees, supervisors, and execu- 
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tives which is vital to the continuing suc- 
cess of any public service company. This 
inner quality has somehow the potency and 
the virtue of a leaven that works mystically 
from him who contains it to all who come 
in contact with him. 

One of the difficult problems in utility 
management of these times is to preserve 
and enhance this great tradition, the dedi- 
cation of the public utility industry to 
steadfastness in performance. To maintain 
the high standards of the past, the spiritual 
reactor of the utility organization must 
breed more and more loyalty. For it is 
this great quality that has made people 
proud of their company, proud of their 
jobs, eager to share with new associates 
their faith in their association and impelled 
to impress customers and the general public 
with the ambition of their company to be 
a constructive member of the community. 


j bmne was a long-standing utility tra- 
dition that the fire never went out ina 
power plant no matter what boilers might 
be in production and what ones might be 
cold. White-hot coals were hand shoveled 
from the first box of a unit in service to the 
thin layer of fuel waiting to be fired up in 
one ready to go on the line. For decades 
some of the fiery mass in the coal-gas or 
water-gas sets passed from machine to 
machine so there was always assurance that 
the gas maker would be turning out his 
product day in and day out. 

Automatic ignition in the modern boiler, 
the advent of natural gas across the coun- 
try, and other causes have gone a long 
way toward eliminating this eternal flame 
so emblematic of the permanence of serv- 
ice. While scientific progress may do away 
with some of these mechanical practices 
which the industry has maintained with 
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pride, the loss of individual dedication 
would indeed be deplorable. 


y* the tradition of loyalty does not 
now grow so favorably within the 
people who render the great public service 
of our country nor does it spread readily 
and rapidly to the newcomers within the 
ranks. What change of atmosphere, what 
dampening effect, what dilution has 
brought about this decline, so serious that 
every wide-awake utility management 
must be deeply concerned ? 

Some serious observations and extend- 
ed study over a period of years indicate 
at least these factors that are detracting 
from the maintenance of the allegiance 
so essential in high-grade service to the 
public and the internal stability of the 


utility organization: 
l WE are living in an era when national 
* economic policy and social practice 
depress the urge for spirited action, self- 
advancement, team play, co-operation. In 
the version of state Socialism that en- 
croaches upon us the team play motto of 
those Three Musketeers, “All for one, one 
for all,” has been severed at the comma 
and the concluding phrase has been redis- 


q 


3 


tributed to the type font. Dependence upon 
government with subsidies for this, that, 
and the other, jackpot give-away adver- 
tising programs, enforced military service, 
and free lunch in many forms all nourish 


a selfish viewpoint. 
2 THE comforts of unemployment are 
¢ a specific illustration of the forego- 
ing. What price trying, what virtue in dili- 
gence, when the staging of insubordination 
toward the supervisor compels discharge. 
How easy to transfer to the weekly bene- 
fits of unemployment relief, paid in net 
cash without tax withholding and deliv- 
ered to almost any address convenient to 
the receiver. 

In a day when small business failures 
occur because trained help only wants to 
work six months a year and then “go on 
relief,” it is recognizable that there is not 
much likelihood of loyalty toward any- 
thing or anyone but self, unless it be to- 
ward the dole system. 


AGAIN loyalty is restricted because of 

© the status of the national labor mar- 
ket. We have now been over fifteen years 
in a condition where the demands for be- 
ginners, seasoned employees, unskilled and 


“OnE of the difficult problems in utility management of these 
times is to preserve and enhance this great tradition, the dedt- 
cation of the public utility industry to steadfastness in perform- 


ance. To maintain the high standards of the past, the spiritual 
reactor of the utility organization must breed more and more 
loyalty. For it is this great quality that has made people proud 
of their company, proud of their jobs, eager to share with new 
associates their faith in their association and impelled to im- 
press customers and the general public with the ambition of 
their company to be a constructive member of the community.” 
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skilled workers, supervisors and execu- 
tives have far exceeded the supply. In such 
a situation there is no pressure for good 
performance, for honest attention to the 
employer’s interest, or for full delivery for 
full pay. The foreman, the supervisor, the 
group leader are under constant and heavy 
pressure for production. The very thought 
of losing punch-card operators, engineers, 
servicemen, or other essential people is a 
depressing influence against perfecting the 
inner qualities of the dependable employee. 

Corollary to this factor is the relatively 
higher pay that the unskilled, the appren- 
tice, the novice receive in comparison with 
the skilled, the seasoned, the career work- 
er. It is more exciting to move around from 
lower classification job in one place to an- 
other than to think of the long-term pull. 


4 THERE is growing evidence that so- 

* called progressive education has de- 
tracted from, rather than added to, the in- 
herent strength of our business organiza- 
tions. Anyone who has had occasion to 
break in the product of many high schools 
and preparatory business courses has 
quickly learned that discipline and affinity 
for reasonably hard work are not qualifi- 
cations easily identified in the graduates of 
“modern” education. Like so many urani- 
um atoms revolving in free orbits, these 
newcomers seek to circulate at will and 
high speed in search of their own satisfac- 
tions and they are never quite sure what 
they are seeking. While this may be com- 
pletely permissible on tropical islands or in 
some types of research laboratories, it just 
is not a practical performance in the me- 
thodical procedures of a business organi- 
zation. With such roving recruits the train- 
ing supervisor, the office manager, the 
foreman are tremendously handicapped. 
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They must patiently channel this individ- 
ual tendency if they are to instill a sense 
of community interest, courtesy toward 
fellow workers, and attachment to the 


whole enterprise. 
5 A FACTOR that has had some depress- 

* ing effect on company fealty, but 
probably greatly overstressed as far as pub- 
lic service companies are concerned, is the 
rapid growth of collective bargaining un- 
ions in the past twenty years. The offhand 
reaction toward this particular agency is 
to put utility employees in the same cate- 
gory as the mass production industries, In 
the latter, work is frequently a steady, un- 
varied performance of a particular task, 
often without even the benefit of associa- 
tion with or attachment to the end product. 
Hence such work is toil, tending toward 
drudgery, and the man who handles the 
complaints and the petty problems of the 
worker is more apt to loom larger on his 
horizon than his foreman. He probably 
doesn’t even know that there is an execu- 
tive vice president in the company. He is 
accordingly an eager prospect for the local 
business manager, or national representa- 
tive who readily exploits his economic de- 
sires through threat of the strike or 
political action. 

While there are utility labor leaders of 
this ilk, the great majority have acquired 
through the years an understanding that 
the perpetuation of the sound utility com- 
pany and the continuance of unlimited, re- 
liable service are vital to their own pay 
checks, the membership stability of their 
local units, and the financial maintenance 
of their national order. 


WHEN we review the words and 
* deeds of many supervisory and ex- 
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Good Wages Feed Loyalty 


66 ABovE and beyond all else management must understand that loyalty 

finds food for growth in good wages. The sovereigns of old cre- 
ated no fealty through the practice of clipping coins. Today, as always, the 
utility industry gets what it pays for—the going wage in the open market 
is the nourishment that builds morale, reliability, and permanence. The sum 
and substance of it all is that while this sentiment of the individual toward 
his company may not reach the zeal of religious fervor it can be warm, 
widespread, and tremendously rewarding. This leaven of loyalty is not a 
burden on either employee or corporation for it lightens the load and 
sweetens the daily chore. It is the means to more friends, a greater sense 
of productive living, and an elixir against any epidemic of incipient 

Socialism.” 








ecutive people in the utility army on the 
subjects of attachment, ardor, loyalty we 
experience a strange “Stillness of Appo- 
mattox.” Devotion which should be identi- 
fied in the very fiber of the leader is too 
apt to be missing in both preachment and 
example. Possibly there are more vice 
presidents making luncheon club addresses 
on taxes, inadequate rates, or nuclear pow- 
er than on “Loyalty of Our People.” Per- 
haps this change is a resultant of the shift 
in the utility industry from the general to 


the specific—the development from the 
few leaders who covered many depart- 
ments to the highly specialized who are 
obliged to oversee a single function. “It 
must be the job of the personnel manager 
or the public relations director or the com- 
pany doctor to bring about absorption of 
renewal of company spirit—it can’t be 
mine, I’m just in charge of this depart- 
ment.” Even the rapidly expanding num- 
bers of retired employees have failed to 
undertake this challenging opportunity to 
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maintain the esprit de corps of which they 
are so proud. 


-— aeecneae from this review of the fac- 
tors that work against loyalty we can 
consider more constructively the analysis 
of it, some ways to implant it, to renew it 
where needed, and to make it more dynam- 
ic overall. We need to recognize first that 
loyalty in the business world is akin to the 
feeling of patriotism, the allegiance to 
one’s country. Still it is not blind devotion. 
Stephen Decatur could express the latter 
in his oft-quoted Norfolk toast, “Our 
country! In her intercourse with foreign 
nations may she always be in the right; 
but our country, right or wrong.” Carl 
Schurz, speaking in Congress some fifty 
years later, could put it more tersely and 
more temperately, “Our country, right or 
wrong. When right, to be kept right ; when 
wrong, to be put right.” 

When we have that sentiment imbued 
within a member of the company we are 
assured of a nucleus for the leaven of 
loyalty. From this arises the desire that 
the company shall be right and a feeling 
of responsibility that the company must 
be put right in its activities and its com- 
munity contacts. Such a culture may come 
from an executive, a section head, a fore- 
man, a fellow employee, or the innate 
goodness of the employee himself. To 
nurture it requires that the worker do his 
own part well in the daily round of duties, 
simple or complex as they may be. Such 
effort leads to participation, to the realiza- 
tion that he is a member of the team, those 
synchronized performers who share in the 
rendering of a great public service. This 
engenders pride of performance, the mo- 
tivation that keeps the team player con- 
stantly on his toes and rewards him with 
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a feeling of satisfaction in the doing of 
his job. Such a chain reaction binds and 
benefits company, employee, and com- 
munity. 

These degrees of advance are clearly 
revealed in the spoken words of the em- 
ployee. He who says “the company is do- 
ing so and so” is just working for wages; 
the one who says “my company is going 
to help” has sensed his sharing but the 
chap who says “our company will deliver 
the goods” has achieved full membership 
in the lodge. 


ere it is a great uplift to see em- 

ployees who almost glow in the ex- 
ternal expression of their loyalty—like the 
radiance of the devoted priest or pastor 
they impress all who cbme within their 
influence. They are the morale builders 
within the ranks of the company ; they are 
the body and spirit of the corporation it- 
self to their relatives and neighbors; they 
are the persons with whom the customers 
like to deal. 

Their number is not confined to the cus- 
tomer contact employees, for there are 
others in the purchasing, operating, ac- 
counting, legal, and similar departments 
who create the same effects by their indi- 
vidual acts. All of them personalize the 
company through themselves. 

The incidence and the maintenance of 
loyalty are not confined to the newcomers 
to an organization, nor to those in the 
lower ranks. Time and conditions and 
changing policies may test the officers, 
managers, and supervisors of a company. 
One such trial that executives and other 
leaders may encounter is the uncomfort- 
able but co-operative act of taking a beat- 
ing once in a while. It is a strain on psy- 
chological unity to be outvoted on a plan, 
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to be passed over in promotion, or to be 
handed jobs that are not congenial. Still 
every person cannot be right all of the time 
on everything and the cheerful loser 
shows outstanding loyalty by taking the 
breaks as they come and still playing the 
game. The valor of Englishmen has been 
ascribed to the rugby fields of Eton; the 
sand-lot diamonds of America have bred 
team players who give the game of busi- 
ness the same spirit that they learned in 
baseball. 


H” much more highly does everyone 
regard the supervisor or the depart- 
ment head who speaks his piece, argues 
his viewpoint, and then carries through 
the overall decision even though it is not 
the plan he proposed. Memory serves to 
recall vividly a chief accountant of one 
company in a holding company group. 
When he and his colleagues met to make 
changes in procedures or to adopt a new 
system he always had a distinct, and usual- 
ly different, plan than the others. Just as 
often the final determination was upon 
some scheme other than his. It did not 
bother him as to the agreement reached 
and the final plan adopted. Some months 


q 


7 


later it was discovered, to the consterna- 
tion of all concerned, that he had gone 
home and put his own plan into operation. 
Such are the failures in loyalty. 

There is a contrasting example of or- 
ganizational performance where loyalty 
shines. It is the man who is not a buck 
passer or a work avoider; it is the chap 
who sits in meeting and when a special 
study or an evening meeting or an emer- 
gency is impending says, “I'll take that on 
even if we are busy in our section.” Such 
a person shows that he does not shirk 
work, that he is bigger than the prescribed 
dimensions of his job, and that he is ready 
to take on the hard ones. 

Where can the leaven of loyalty be intro- 
duced effectively? How can it be spread 
more widely and stepped up in its power? 
The customary procedure in business or- 
ganizations for any new campaign, ex- 
panded policy or change of emphasis is to 
assert that the president of the company 
must be sold, he must be the primary mo- 
tive power, he must be the shining example. 
The public relations program or the safety 
campaign never seems to have any birth- 
place but in the room of the chief execu- 
tive. Loyalty does not have to germinate 


“. . loyalty is restricted because of the status of the national 
labor market. We have now been over fifteen years in a condi- 
tion where the demands for beginners, seasoned employees, un- 


skilled and skilled workers, supervisors and executives have far 
exceeded the supply. In sucha situation there is no pressure for 
good performance, for honest attention to the employer's in- 
terest, or for full delivery for full pay. The foreman, the super- 
visor, the group leader are under constant and heavy pressure 
for production. The very thought of losing punch-card op- 
erators, engineers, servicemen, or other essential people is a 
depressing influence against perfecting the inner qualities of 


the dependable employee.” 
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in the office of the president; it is desir- 
able and helpful if it does, and the com- 
pany cannot reach its maximum potential 
unless the head man is a shining example 
—yet loyalty can start anywhere in the 
organization. Like fire, crab grass, rumors, 
or a funny story it will spread fast when 
it is active. The grapevine, that invisible 
sound wave of every public utility, will 
convey loyalty as efficiently as it transmits 
rumors and rumblings. 


— is not a skill, an art or a work- 
ing process. It is not instruction on 
the use of tools, machines, or instruments. 
It does not come in serum vials like Asian 
flu antitoxin, so it cannot be introduced 
into the human system by needle. It is not 
a dancing routine that can be diagrammed 
and acquired in six easy lessons. It cannot 
be lectured into the human mind. It is a 
function of the heart, not of the brain; it 
spreads by example and it is achieved by 
contact, by absorption, by osmosis. 

There need be no modesty in underscor- 
ing it during the hiring interview. After 
the personnel department representative 
recites all the fringe benefits, holidays, 
vacations, and other attractions there is no 
occasion for silence. It can be a matter of 
pride to point out that the company ex- 
pects in return for all these extras a real 
measure of loyalty, the unseen ingredient 
in the job description, 

Loyalty is spread and intensified by 
management action in at least three ways. 
When good performance is provided by 
an individual, a section, or a department 
the open expression of approval goes a 
long way in advancing warmth of feeling 
toward company and organization. Hon- 
est applause is the vitamin that steps up 
loyalty. 
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Again this leaven is embedded deeper 
and spread more widely when supervisors, 
managers, officers “get around.” Man- 
agement consultants, now becoming as 
numerous and diverse as Madison avenue 
advertising agents, have adopted the lat- 
ter’s game of fad creations, and have been 
giving communication a great play. If 
anything, they have overdone it. They 
have yet to pounce upon circulation, which 
really holds some potential for organiza- 
tion progress. 


HIs human touch, this association as 

folks rather than as organization peo- 
ple, is varied in character. First there is 
the mingling of management with em- 
ployees in extracurricular affairs—the 
softball league, the bowling matches, the 
veterans’ club, the retirement dinners, the 
camera club, and the multiplicity of other 
employee activities. It is not necessarily 
enticing for officer or manager to expend 
his free time attending this, that, or the 
other employee or public meeting when he 
would like to pursue his own pleasure. 
Such activity, however, need not be bor- 
ing, and when shared by colleagues the 
coverage can be quite extensive. After all, 
this is one of the things covered by the 
salary check and the results in employee 
performance, enthusiasm, and loyalty are 
tremendous. 

Again, there is the circulation of em- 
ployees on sight-seeing visits to other 
areas of company property. To get away 
from the office and to see how the ma- 
chinery runs or the line gangs work or the 
warehouses function is a real spirit lifter. 
The same result is achieved when the gas 
maker, the long-distance operator, and the 
pumping station attendant get a chance to 
see how their work ties in with the overall 
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job of providing service. This may well be 
the public utility version of the popular 
song in “The King and I,” entitled “Get- 
ting to Know You.” 


iy is a goodly number of years back to the 
date when we announced to the vice 
president of accounting in the New York 
general office that his clerical minions 
were invited on the following Saturday 
to a free bus ride over the territory to see 
how and why and where their statistics 
and accounts came from. His blood pres- 
sure went off the scale—‘‘These people are 
just record keepers and all they are inter- 
ested in is their pay checks”—but virtue 
prevailed and a new meaning came into 
the minds of the bus riders, a new grasp 
of their jobs, a new feeling toward their 
organization—a feeling of belonging. 


F.. ime and beyond all else management 
must understand that loyalty finds 
food for growth in good wages. The 
sovereigns of old created no fealty through 
the practice of clipping coins. Today, as 
always, the utility industry gets what it 
pays for—the going wage in the open 
market is the nourishment that builds 
morale, reliability, and permanence. 

The sum and substance of it all is that 
while this sentiment of the individual to- 
ward his company may not reach the zeal 
of religious fervor it can be warm, wide- 
spread, and tremendously rewarding. This 
leaven of loyalty is not a burden on either 
employee or corporation for it lightens the 
load and sweetens the daily chore. It is the 
means to more friends, a greater sense of 
productive living, and an elixir against 
any epidemic of incipient Socialism. 





The Primary Responsibility 


“~ where does Washington get the ideas that the federal 
government must build the schools and suggest the sub- 
jects? ... The ideas come from the pressure groups, some of them 
quite well-meaning people, who think a centrally directed education 
system is the best for the country. The ideas come from the system 
of bureaucracy itself, and some of them from the government's 
own Office of Education. 

“Actually, it is surprising that the parents have resisted, through 
their school boards and their Congressmen, as well as they have 
the dire warnings on the one hand and the blandishments on the 
other. The efforts to convince them that only the federal govern- 
ment can do what is necessary to save the public schools and im- 
prove the country’s education are ceaseless. 

“The public well knows where the primary responsibility hes. 
And they could meet it better, we think, if the Washington bu- 
reaucracy stopped trying to take over the responsibility every chance 
it sees.” 

—Ep1ToRIAL STATEMENT, 
The Wall Street Journal. 
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Utility Industrial Development 
Programs 


Part III. 


The third and final instalment of a survey of utility 

company practices in connection with attracting or 

improving industrial developments in local service 
areas. 


By C. E. WRIGHT* 


HE area development division of the 

Detroit Edison Company, which 

serves six counties in southeastern 
Michigan, works in two ways. It works as 
a plant location service for industries and 
for the company’s own communities to aid 
them in acquiring new industries and in 
their own community planning. 

“Our area development program,” says 
Vincent S. Madison, director of area de- 
velopment, “is a long-range endeavor for 
the economic development of the 7.600 

*Free-lance writer, resident in Jacksonville, 
Florida. 
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square miles served by Detroit Edison. 
We look at our area development as an 
insurance policy. If our area prospers 
with growth, so will the company. We 
are, therefore, concerned with all phases 
of development that occur in our territory 
that influences its economy.” 

Detroit Edison had done no national 
advertising until verv recently, but has 
relied on local advertising and the publi- 
cation of booklets designed to interest 
prospects in one of the cities of the com- 
pany’s area. “In the Detroit area,” says 
Mr. Madison, “we are the only agency 
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that has, as its prime objective, the eco- 
nomic welfare of the entire region. The 
only other agencies that could do this kind 
of work for southeastern Michigan com- 
prise a large number of overlapping 
political organizations, such as cities, 
counties, townships, etc. We believe that 
the most effective industrial development 
is based on promoting long-range, all- 
inclusive plans for growth in the com- 
munities which we serve.” 


Me Mapison believes that one of the 
best examples of how the Detroit 
Edison program works is the case of Cass 
City, a small town in its area, which lost 
its only major industry, a milk condensery. 
Businessmen of the town were much con- 
cerned. Detroit Edison at a meeting with 
them offered help, provided a committee 
appointed by the chamber of commerce 
or the mayor was given authority to act 


in attracting new industries to the town. 
It was recommended that land be set aside 


for industrial use either by outright pur- 
chase or by zoning. When these things 
had been accomplished, Detroit Edison 
prepared a brochure for Cass City, print- 
ing 100 copies at a cost of $5 each. These 
were not used as mailing pieces but as 
tools by members of the development com- 
mittee of the town in talking to prospects. 

“In the hands of a number of citizens 
whose business takes them away from 
town, these brochures,” says Mr. Madi- 
son, “serve as ready reference for the 
many facts these men need when they dis- 
cover a prospect. Copies are left with the 
bona fide interested prospects. The data 
are provided by city officials and others. 
For example, the superintendent of 
schools fills out a questionnaire on 
schools, an official of the city government 


gives the data on taxes, water supply, 
sewage treatment, etc.” 


I" the past several years Detroit Edi- 

son has produced several of these book- 
lets for local communities and “every 
town that has a brochure now has a new 
industry.” 

“We have,” says Mr. Madison, “a very 
rigid set of rules which we follow in work- 
ing with these communities. If a com- 
munity finds a prospect and asks us to 
help sell that prospect, we will mention 
no other town until it is mutually agreed 
between the representatives of the com- 
munity and ourselves that the require- 
ments of the prospect cannot be met in 
that town and that we have the permis- 
sion of the industrial development com- 
mittee to talk about other communities.” 

In the case of Cass City, the first in- 
dustry to locate on a new 20-acre indus- 
trial zone occupied a building built under 
a lease-purchase arrangement by the local 
development committee at a cost of $40,- 
000. Some of the citizens also bought 
stock in the enterprise, which makes car- 
buretors for small gasoline engines. This 
plant has prospered so well that its orig- 
inal force of fifty workers has been in- 
creased to 250. Not long after the car- 
buretor plant had built its second addi- 
tion, an automotive stamping plant lo- 
cated a branch in Cass City, then a manu- 
facturer of small screens and filters moved 
into an existing building. Still later a 
prospect was found for the abandoned 
milk condensery in a maker of rubber 
products for the automotive field. Follow- 
ing all this development, the building of 
new subdivisions for new residents began 
to boom. 


Mr. Madison says there are many such 
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examples in the Detroit Edison territory 
where communities have benefited from 
the co-operation given by the Detroit Edi- 
son development division. 


N the South the utility companies can 
fairly claim credit for the industrial 
development of that area in recent years, 
whether they worked alone or in co-op- 
eration with other agencies. Most of the 
utilities are willing to let the credit go 
elsewhere, but their part cannot be 
ignored. One of the aggressive companies 
is the Georgia Power Company, which 
admittedly has done much to turn Geor- 
gia from primarily an agrarian state to 
one of the big states of the industrial 
South. 
The Georgia Power Company has been 
a big and consistent national advertiser. 
As to the results, E. A. Yates, Jr., as- 
sistant vice president and manager of the 
industrial development division, says: 


Advertising will attract new pros- 
pects, but it is only one phase of our 
overall promotional program. There 
are other methods which must be used 
in.conjunction with advertising. We 
have found that industrial develop- 
ment advertising to be effective must 


be specific. Institutional type of adver- 
tising will not attract prospects. 


However, with what Mr. Yates calls 
a modest budget, Georgia Power received 
340 inquiries from its advertising in the 
first six months of 1957. “On a cost per 
inquiry basis,” he adds, “we are well 
pleased with the results.” 

Georgia Power uses a mailing list of 
about 5,000 and mailings are sent out on 
a regularly scheduled basis. A great many 
contacts are also made by personal calls, 
telephone, and correspondence. In addi- 
tion, the company publishes brochures 
such as “Plant the Future in Georgia” 
and “Cost Data on Industrial Buildings 
in Georgia.” 


——* feel,” says Mr. Yates, “that a 

successful new plant location can- 
not be attributed to one person or one 
industrial development agency, but must 
of necessity be a matter of co-operation 
and co-ordination among many people. 
That is the basis on which our program is 
patterned. We must first encourage our 
towns to establish a good, sound indus- 
trial development program. This is done 
through meetings where we outline step 
by step the procedures they should follow. 


teenth consecutive year of advertising. Its industrial develop- 


q “Unitep Gas Pree Line Company has just started its nine- 


ment ads appear in five national publications while its institu- 
tional advertising appears in 400 daily newspapers. ‘We think 
advertising has its place in an industrial development pro- 
gram,’ says Allan Johnston of United. ‘However, the factors 
which influence the location of new industry in any area are 
far more weighty than an advertisement which an industry 
might happen to read. Our most effective work is done on a 


“customized” basis dealing directly with prospects . . 
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We offer a complete advisory service and 
in many cases even go further by supply- 
ing necessary inserts and materials for 
brochures and surveys. 

“When we develop a prospect, we 
recommend to him in report form several 
locations which we feel will meet his re- 
quirements. We do this usually without 
the knowledge of the communities. Then 
when he makes an inspection tour of these 
locations we make complete arrangements 
for accommodations, transportation, and 
meetings with local groups. We tell him 
that, in our opinion, any one of these lo- 
cations would be suitable. We leave the 
final decision entirely up to the prospect. 
How well a community is organized and 
how good a sales presentation it makes 
will influence greatly the decision of the 
prospect. We make it quite clear to any 
community to which we take a prospect 
that we are also taking this prospect to 
other locations. We do not in any way 
mislead any town and we emphasize that 
in the final analysis it is the town and its 
people that will sell the prospect on locat- 
ing there. We help communities to make 
industrial surveys of their area. We sup- 
plement these with information from our 
own files. We are now printing a brochure 
on plant sites.” 


 juamreeie phenomenal growth in new 

residents and new industry in recent 
years has been aided and abetted by the 
utility companies operating there to a de- 
gree that may not be well known outside 
the state since they have done little na- 
tional advertising. However, McGregor 
Smith, board chairman of Florida Power 
& Light Company, was chairman of a state 
industrial commission many years before 
the Florida Development Commission, a 


state body, was even thought of. One of 
the Miami company’s earliest efforts was 
in making surveys of the Florida raw ma- 
terials that form the basis for some of its 
industrial development. Both Florida 
Power & Light and Florida Power 
Corporation have achieved some of their 
best results through co-operation with 
other agencies, particularly the Florida 
Development Commission and local cham- 
bers of commerce, but when conditions 
have demanded secrecy in the early stages 
of negotiations they have gone along on 
their own until the prospect was willing 
to take others into his confidence. David 
P. Caldwell, director of industrial devel- 
opment for the Miami company, says that 
its industrial-community program “is 
tailored to the diversified territory we 
serve and is also flexible in order to keep 
abreast of a fast population growth and 
a rapidly changing economy which is dif- 
ferent from one section to another.” 
Florida Power Corporation has found 
that it usually pays to conduct the initial 
phases of a negotiation on its own hook. 
Says Andrew H. Hines, Jr., director of 
the industrial development department: 
“We usually work as a department on the 
prospect prior to bringing in local groups.” 


N the Pacific coast there is also intense 
activity in bringing in new industry, 
although the Southern California Edison 
Company has not relied so much on ad- 
vertising to bring in prospects as it has 
on the natural growth of its service area. 
It has, however, been running ads in three 
publications. Much of the company’s suc- 
cess in bringing new industry into its area 
is attributed by T. L. Van Law, manager 
of industrial and commercial sales, to co- 
operation with local agencies. “There is 
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Results of Advertising . 


een Power & Licut Company looks upon national advertising 

as ‘doing an important job in building background for our contacts 
with industrial prospects whom we have well catalogued. Our own indus- 
trial development advertisements are designed to do this kind of a job. 
Whatever inquiries we get as a result of the ads are considered a bonus.’ 
Louis P. Growney, industrial development engineer, says that ‘some of 
our principal accomplishments are attained by helping local chambers of 


commerce become better salesmen and promoters of their various areas. 


>) 








some key person in each community,” 
says Mr. Van Law, “who may be a cham- 
ber of commerce manager, a city adminis- 
trator, an elected governmental official, 
a banker, a realtor, or a businessman. Con- 
tact is made at the discretion of our local 
district managers. If we are approached 
by a prospect, general information is pro- 
vided pertaining to our entire service area 
unless the prospect requests information 
about a specific location. If several cities 
in our area have been approached by a 
prospect directly and the cities are com- 
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peting for the business, Southern Cali- 
fornia Edison does not become involved. 
If we have been involved previously, it 
is our policy to withdraw if possible and 
in any event remain neutral.” 


T is Mr. Van Law’s experience, so far as 

his own company is concerned, that 
the most effective method of developing 
industrial prospects is through district 
office managers, with general office assist- 
ance, “encouraging each community to 
work on a self-planned ‘help yourself’ 
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basis. Edison’s area development program 
is designed to aid district managers in 
stimulating each community and region to 
create, develop, and maintain a high de- 
gree of economic prosperity.” 


_— Power & Licut Company looks 

upon national advertising as “doing an 
important job in building background for 
our contacts with industrial prospects 
whom we have well catalogued. Our own 
industrial development advertisements are 
designed to do this kind of a job. What- 
ever inquiries we get as a result of the 
ads are considered a bonus.” Louis P. 
Growney, industrial development engi- 
neer, says that “some of our principal ac- 
complishments are attained by helping lo- 
cal chambers of commerce become better 
salesmen and promoters of their various 
areas. 

“We feel that our most effective 
method is to work closely with the various 
communities and groups engaged in in- 
dustrial development and help them in 
every way possible. An expanding utility 
system such as ours is closely in touch 
with capital sources and through our vari- 
ous contacts throughout the industrial 
world we are in a position to give the as- 
sistance such contacts afford. When we 
show visitors around various parts of our 
service area we utilize the opportunity to 
sell them on the area, its strength and 
potentials,” 


i ae Utah Power & Light Company 

has divided its industrial development 
work into two sections: (1) The appeal 
to outside interests to locate industrial 
plants and other operations in its area to 
utilize natural and agricultural resources 
and (2) to provide leadership for in- 


dividual communities in surveying and de- 
veloping their potentialities at the local 
level. In its advertising it has played upon 
the theme of the great mineral and other 
natural resources of its territory. W. A. 
Huckins, manager of the business devel- 
opment department, says the company 
has been gratified by the response to its 
advertising campaigns. “We work as 
closely as possible,” says Mr. Huckins, 
“with both state and local agencies in de- 
veloping any prospects derived through 
our advertising. Our company handles di- 
rectly any requests for information with 
regard to electrical needs. Requests for 
information on other needs are handled in 
co-operation with companies or utilities 
best suited to give this information.” 

A group of utilities that has not lagged 
behind others in industrial development 
is the natural gas companies. To create 
markets for the greatly expanded distribu- 
tion of natural gas in recent years, they 
have used advertising space liberally. 
Three of the large advertisers in the gas 
field are the Columbia Gas System Service 
Corporation, the Texas Gas Transmission 
Corporation, and the United Gas Pipe 
Line Company. 


oo Gas is using 12 publications 
to tell its story, which is not directed 
primarily to area development, but, ac- 
cording to W. W. Selzer, director of busi- 
ness promotion, “in the general interest 
of the financial and business community.” 
Mr. Selzer says that publication advertis- 
ing does create interest, but the company’s 
other efforts help to develop more new 
industrial prospects than the advertising 
itself. These other efforts include co-op- 
eration with area development agencies, 
furnishing them brochures and other ma- 
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terial which contain information about 
the company’s services. 

“We believe,” says Mr. Selzer, “that 
the best role for the utility to pursue is to 
co-operate with other development agen- 
cies. The utility should be a member of 
the team that helps build better communi- 
ties. It should play a major rdle in at- 
tracting desirable industry which, when 
successful, results in more homes and 
more customers not only for the utility 
but for all other businesses in the com- 
munity.” 

The Texas Gas Transmission Corpora- 
tion formed its industrial development de- 
partment in 1955 following a 10-year pe- 
riod of rapid expansion of its area. “Our 
department functions in two phases,” ex- 
plains Glover H. Cary, industrial repre- 
sentative. “One is working with the in- 
dustrial people, assisting them in finding 
suitable plant sites for their new facilities ; 
the other is working with local people, 
counseling and advising them in prepar- 
ing their towns for new industry. There 
are three men in our department. Two of 
them are industrial representatives who 
make calls in the industrial areas of the 
North and East as well as work with in- 
dustrial people in the field. Our third man 
is an industrial analyst, who makes sur- 
veys in these towns and gathers informa- 
tion for industrial clients. 


“=> advertising in Fortune, Busi- 
ness Week, U. S. News & World 
Report, New York Journal of Commerce, 
The New York Times, and The Wall 
Street Journal has been valuable to us 
public relationswise and we feel we are 
getting a fair share of industrial prospects 
from it. However, advertising is not the 


most important part of our industrial de- 
velopment program. 

“We serve several states and many com- 
munities and our method of operation 
varies from state to state and community 
to community. In Kentucky, for example, 
we have what we call ‘the team,’ made up 
of representatives of several utility com- 
panies, railroads, the Kentucky Chamber 
of Commerce, and the State Department 
of Economic Development. We work 
closely with the utmost of co-operation. 
We frequently exchange prospects and in 
almost every case call each other in to 
help when an active industrial prospect 
is in the state. 

“As to our development of prospects, 
we have a few come in from our national 
advertising but the majority of them come 
from ‘cold’ calls or by direct inquiry from 
the client to our department. These direct 
inquiries are becoming more numerous all 
the time.” 


o_o Gas Pire Line Company has 
just started its nineteenth consecu- 
tive year of advertising. Its industrial de- 
velopment ads appear in five national pub- 
lications while its institutional advertising 
appears in 400 daily newspapers. “We 
think advertising has its place in an indus- 
trial development program,” says Allan 
Johnston of United. “However, the fac- 
tors which influence the location of new 
industry in any area are far more weighty 
than an advertisement which an industry 
might happen to read. Our most effective 
work is done on a ‘customized’ basis deal- 
ing directly with prospects, though we 
work fully with state and local develop- 
ment boards in developing information of 
a general nature on given localities.” 
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Washington and 


the Utilities 


Pleasant Valley Setback 


Se were some red-faced prophets 
in Washington in mid-January, and 
it was not the cold wave which was re- 
sponsible. It was the action of the Federal 
Power Commission in turning down the 
application of Pacific Northwest Power 
Company for a license to construct a 
hydroelectric project at the Mountain 
Sheep-Pleasant Valley site on the Snake 
river in Idaho. Commissioner Kline was 
the only dissenter to the majority ruling 
which upset a tentative verdict of the com- 
mission’s examiner. The reason why the 
observers of utility affairs thought the 
commission might follow its examiner was 
the fact that there was not much else in 
the considerable record made before the 
FPC which seemed to support any other 
conclusion. 

Admittedly, the Pacific Northwest 
Power Company—in which four area elec- 
tric companies had joined—had a feasible 
plan. Admittedly, the area needed more 
power and still needs it, in the very near 
future. Admittedly, the only alternative 
would be a dam at Nez Perce, which could 
wreck the Columbia fishing industry. Ad- 
mittedly, the fish-ladder gadgets have not 




















progressed to the point where the fishing 
industry is willing to trust them. At least, 
they are not willing to trust them as much 
as the majority of the FPC. And there is 
an obvious skeptical point to be made that 
the fish people are in the fish business and 
the power people are in the power business. 
Be that as it may, there is another sug- 
gestion being heard in connection with this 
case, which has nothing to do with fish. 
It is the increasing lack of enthusiasm in 
administration circles to have another one 
of those knockdown, drag-out Hell’s 
Canyon types of controversy starting up 
all over again in an election year. And so, 
in addition to the fishy smell in this case, 
we have politics rearing its ugly head. 


HE commission majority decided that 

the project, proposed by Pacific 
Northwest Power Company, was not 
“best adapted” to comprehensive develop- 
ment of the Middle Snake basin. Instead, 
the commission went on record in favor 
of any combination of projects which 
would include a dam at the Nez Perce 
site, generally regarded as the principal 
alternative to a Pleasant Valley dam. In 
reaching its decision, the examiner’s 
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recommendation for the approval of Pa- 
cific Northwest’s application on grounds 
that fish passage problems made a high 
dam at Nez Perce unfeasible at this time 
was rejected. 

The FPC majority decision does not 
rule out eventual construction of a proj- 
ect by private interests. In fact, this de- 
cision gives more reason for pause than 
light on the commission’s final thinking 
about the overall problem. Although the 
majority opinion upholds, in part, the con- 
tention of government power proponents 
that a dam at Nez Perce would result in 
more comprehensive development, note 
that FPC specifically refused to reserve 
that site for federal development as it 
might have done under § 7(b) of the Fed- 
eral Power Act. There is nothing in the 
record, said the commission, “which con- 
vinces us that the Nez Perce project could 
not be constructed under a license issued 
pursuant to the provisions of the Federal 
Power Act” (that is to say, by someone 
other than the federal government). With 
respect to fish passage problems presented 
by a Nez Perce project, the FPC noted the 
“promising outlook” for a solution and 
added that the engineering difficulties in- 
volved no greater than many others that 
must be solved in connection with any 
project of the size of Nez Perce. 


7 administration plans or proposals 
for Middle Snake development prob- 
ably will not come until completion of a 
previously announced Interior Depart- 
ment study on the feasibility of a high dam 
at Pleasant Valley. The administration’s 
budget includes funds for continuation of 
the study which was cut off last year after 
a dispute with the House Appropriations 
Committee. Interior is generally believed 
to favor a high dam at Pleasant Valley, to 
be built either by private utilities or the 
federal government. But Interior failed to 
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persuade the FPC to delay proceedings on 
Pacific Northwest Power’s application. 
The FPC ruling this week leaves Interior 
with a free hand to support either Pleasant 
Valley or Nez Perce as the most suitable 
site for a comprehensive development. 


HE four member companies compris- 

ing the Pacific Northwest Power 
Company were “shocked to learn that the 
Federal Power Commission had denied the 
company a license to build the Mountain 
Sheep-Pleasant Valley project,” according 
to Kinsey M. Robinson, chairman of the 
board of Pacific Northwest Power Com- 
pany and president of Washington Water 
Power. He added: 


The Pacific Northwest Power Com- 
pany has spent $3.5 million in engineer- 
ing, drilling, design, and hearings in 
connection with these projects, after 
carefully considering many sites in the 
entire area. 

These sites in the area between the 
Hell’s Canyon site and the mouth of the 
Salmon river downstream avoid dam- 
age to the salmon spawning in the 
Salmon river that support more than 
25 per cent of the salmon run of the 
Columbia river. Fish experts have been 
unwilling to state that there is any 
means of moving fingerlings (small 
fish) down over high dams such as Nez 
Perce. 

These private companies must have 
their own greatly increased power sup- 
ply in the early 1960’s. Certainly, it is 
not in the public interest to force them 
to [adopt] steam power generation and 
bring about substantial increase in 
power costs to their customers simply 
because someone thinks a high dam at 
Nez Perce may someday be built. 

The invitation in the FPC order to 
file on the Nez Perce site will have to 
be considered by the companies, but 
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such action will be sad news to the fish 
interests. The 800,000 customers served 
by the four organizing companies will 
certainly be disappointed that the com- 
panies are not being assured of the firm 
power supply that would result from 
favorable FPC action, which would pro- 
duce power on time and as needed by 
them. 
¥ 


Gas Rate Cases 


Shim position of natural gas producers 
with respect to federal regulation 
was made even more subordinate by the 
unanimous decision last month of the U. 
S. Supreme Court upholding the right of 
Cities Service Gas Company to buy gas in 
Kansas at less than the minimum of 11 
cents a thousand cubic feet at the well- 
head, fixed by the Kansas State Corpora- 
tion Commission. The decision knocked 
out completely the earlier argument that 
producing states could fix minimum prices 
within their boundaries as a matter of con- 
servation to check excessive production. 

The highest court did not even issue a 
formal opinion with its action, disposing 
of lengthy arguments concerning the right 
of producing states to fix prices before or 
after the sale of natural gas in interstate 
commerce. The court said in a one-para- 
graph order that the state had no right in 
either situation to fix minimum wellhead 
prices. It cited two of its own earlier de- 
cisions. 

The first of these, Phillips Petroleum 
Co. v. Wisconsin (3 PUR3d 129), was 
the court’s 1954 ruling that the Natural 
Gas Act of 1938 gives the FPC control 
over sales by so-called independent pro- 
ducers to pipeline companies. The inde- 
pendents are natural gas producers who do 
not own their own pipelines. Before the 
Phillips case, the contention had been 
pressed strongly that the FPC’s power 
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over natural gas applied only to the inter- 
state transportation of the gas—not the 
original sale by the producer. 


HE court’s ruling may increase pres- 

sure in Congress to overrule the 
Phillips case and take away the FPC’s 
authority over wellhead prices. In 1955 
the Supreme Court held that the FPC’s 
authority over wellhead prices was “ex- 
clusive,” and that the states could not, 
therefore, control producers’ prices. This 
decision was made in the Panoma case, 
the second of the two cited by the court 
last month. 

The supreme court of. Kansas had up- 
held its own state commission order. It 
said the Panoma decision did not apply 
here because the state had applied the mini- 
mum price before production, not at the 
actual sale to a pipeline company. The De- 
partment of Justice and the FPC, in a 
brief filed with the Supreme Court, urged 
reversal of the Kansas decision. Twelve 
states had filed a brief asking the court to 
rule the other way. In addition to Kansas, 
they were: Arkansas, Colorado, Louisiana, 
Mississippi, Nebraska, New Mexico, 
North Dakota, Oklahoma, Texas, Utah, 
and Wyoming. 


HE Texas Gas Transmission Cor- 

poration has become the first natural 
gas pipeline company to receive a rate in- 
crease since the so-called ‘Memphis de- 
cision” of November 21, 1957. The 
Memphis decision, handed down by the 
U. S. circuit court of appeals for the Dis- 
trict of Columbia, ruled that no interstate 
pipeline company might apply for a rate 
increase unless the rise was specifically 
covered in its contracts or unless the line 
could obtain approval for the increase 
from all of its customers. The FPC 
granted the entire increase sought—$10,- 
180,000—and this became final by agree- 
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ment except as to Texas Eastern Trans- 
mission Corporation. 


* 


Budget Bars “New Starts” 


A HOLIDAY on public works projects, 
requested by President Eisenhower 
in his annual Budget message, is provok- 
ing reaction among the government power 
bloc members in Congress. Even without 
additions, approval of the President’s 
recommendations for natural resources 
development will still exceed by some $35 
million expenditures for public works in 
the last fiscal year. This is because of pre- 
vious commitments and because many 
projects started in past years are reaching 
the more expensive stages of construction. 
The main approach to economy on the 
part of the administration will be its “no 
new starts” policy for the coming fiscal 
year. With the budget confined to projects 
already authorized or under way, expendi- 
tures for natural resources are expected to 
reach $1.5 billion in fiscal 1959, about $1 
billion of which will be for development 
of water resources. 

An increase in expenditures contem- 
plated by the new budget is confined to the 
U. S. Bureau of Reclamation (up $8.3 
million) and the Corps of Engineers (up 
$31.4 million). Amounts earmarked for 
federal power-marketing agencies—BPA, 
SEPA, and SPA—are slightly less than in 
the previous fiscal year. The increase in 
funds for the Reclamation Bureau will go 
primarily for work on the Glen Canyon 
dam in the Upper Colorado river project 
and for the Trinity project in California. 
The President pointed out in his message 
that projects authorized between 1953 and 
1958 will ultimately cost some $4.5 bil- 
lion, with prospects of increased appropri- 
ations in the future. 


Authority for TVA to issue revenue 
bonds to finance future construction was 
again requested by the President. Such 
legislation passed the Senate last year and 
is scheduled to come up for a vote in the 
House in the near future. Neither the Sen- 
ate nor the House bills, however, contain 
the degree of budgetary control clearly 
desired by the President. It is proposed to 
transmit at a later date a request for $125 
million for construction of a new steam 
plant, but presumably this will be done 
only if revenue legislation is passed as- 
suring congressional control over TVA 
expenditures for future construction. In 
addition to this item, the President re- 
quested a direct appropriation of $16.8 
million for TVA, an increase of $3 million 
over last year’s request, none of the funds 
to be used for construction, of power facili- 
ties. 


URAL ELECTRIFICATION ADMINISTRA- 
TION supporters in Congress have 
opened fire on administration proposals to 
cut the government’s losses on loans to 
telephone and electric co-ops. The admin- 
istration takes the position that REA was 
created to provide electric power to farms 
which were unable to get it from private 
companies. Now that 95 per cent of the 
nation’s farms have access to power, fu- 
ture expansion should be undertaken by 
private capital through loans insured by 
the federal government. In addition, the 
administration wants current loans to be 
financed at the prevailing U. S. Treasury 
interest rate (34 per cent) instead of the 
statutory 2 per cent rate. Administration 
officials contend that the low interest rate 
is in effect a subsidy to REA borrowers 
which costs the government $40 million a 
year, exclusive of administrative costs in 
processing the loans. 
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Telephone and 


Telegraph 


Highway Relocation 


A all-out battle is shaping up at this 
session of Congress in connection 
with the provision of the Federal-Aid 
Highway Act permitting the states to re- 
imburse utilities for the cost of relocating 
their facilities. Secretary of Commerce 
Weeks’ recent suggestion that the act be 
amended to prohibit such payments from 
federal funds could ultimately result in 
legislation nullifying the laws of 16 
states which permit reimbursement. 

“T do not believe,” said Weeks, “that 
federal-aid funds should participate in the 
cost of relocating facilities where no 
vested property right is taken, and the 
utility is not entitled to compensation un- 
der constitutional provisions. A great 
many utility facilities occupy the rights of 
way of public highways by permission of 
the states. Ordinarily, the utilities con- 
tributed nothing to the cost of acquiring 
the rights of way, paid nothing for the 
privilege of installing and maintaining 
their facilities thereon, and acquired no 
vested property interest in the rights of 
way. The occupancy of highway rights of 
way by public utilities is usually subject 
to the condition that the facilities not in- 
terfere with public travel, and prior to the 
enactment of the Federal-Aid Highway 
Act of 1956, the great majority of states 


required the utilities to bear the cost of 
relocating their facilities when such relo- 
cation was necessary to permit improve- 
ment of the highway.” 

The enactment of legislation in 16 
states during the last two years authoriz- 
ing reimbursement for relocation costs 
from federal funds is a “drastic change in 
existing practice,” said Weeks, which was 
not contemplated when the act was passed. 
Since the amount of funds authorized by 
the act did not include relocation costs, 
Weeks fears that to permit reimburse- 
ment would drain too much money from 
the primary purpose of building roads. 


oben policy of the administration to cut 
down on all expenditures of a non- 
defense nature is a factor that is certain 
to operate in favor of amending the pres- 
ent law to prohibit reimbursements. On 
the other hand, united action by utilities, 
both public and private, to retain the pres- 
ent reimbursement provision could well 
produce sufficient strength to defeat at- 
tempts to eliminate the provision from the 
act. Publicly owned utilities, including 
REA co-ops, find themselves in the same 
boat with the investor-owned utilities on 
the reimbursement issue. An organized ef- 
fort including both groups could make the 
forthcoming fight to repeal the reimburse- 
ment provision a close one. There is little 
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doubt that if Weeks’ recommendations are 
enacted into law, the President will give 
his approval. 

Turning to the state side of the picture, 
it is to be noted that relocation laws in 
Tennessee, Montana, and New Mexico 
have been under attack in the courts. 
Highway authorities in Tennessee and 
Montana are seeking a declaratory judg- 
ment as to the validity of the statutes. 
These two cases are still pending. In New 
Mexico, the state statute requiring reim- 
bursement to utilities forced to relocate 
their facilities in connection with federal- 
aid highway construction was upheld in a 
decision which has been appealed to the 
state supreme court. In upholding the 
validity of the statute, District Court 
Judge Carmody stated :- 


In my opinion, it is a matter for the 
legislature to determine as to what are 
and are not compensable damages. The 
legislature, by this act, has not deter- 
mined that relocation is a compensable 
damage, not one in which a profit can 
be made, but merely a reimbursement 
statute for expense which would other- 
wise have been borne by the various 
users of the utility services within the 
state. 


Two state court decisions on reimburse- 
ment have already been handed down in 
Maine and New Hampshire, although 
prior to actual consideration of relocation 
bills by the legislatures. In Maine the 
court found fault with the approach con- 
templated by the state. After this was rec- 
tified, a reimbursement measure passed 
the legislature. In New Hampshire, the 
court approved the proposed law, but the 
legislature failed to enact it. 


” 
Kappel Unveils “Dataphone”’ 


‘ [ ‘HE development of a revolutionary 
new telephone communications sys- 
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tem was announced last month by Fred- 
erick R. Kappel, president of the Ameri- 
can Telephone and Telegraph Company. 
The new system, described by Kappel in 
an address before the Economic Club of 
New York, will transmit information 
about ten times faster than a man can 
speak. 

The technique involves the electronic 
transmission of digital signals at rates of 
600 “‘bits’”’ per second, which is equivalent 
to 800 words a minute. The ‘“dataphone” 
instrument codifies conventional messages 
into binary or digital signals known as 
“bits,” which can be sent by a telephone 
wire at the highest speed mentioned. At 
the terminal point the digital signals can 
be decodified by a dataphone into conven- 
tional message form. 

Service will begin on a limited basis in 
California, Illinois, Michigan, and New 
York. The filed tariffs for the four Bell 
system companies involved noted that 
“The regulations and rates for each call 
made for the purpose of transmitting dig- 
ital signals are those applicable for mes- 
sage toll telephone station-to-station and 
person-to-person services according to the 
connection established.” 


| here disclosed the new development 
in pointing up the need for large basic 
research programs financed by private in- 
dustry. He said the Bell system has found 
such research indispensable in finding new 
communications systems, such as_ the 
“‘dataphone service.” 

One vital issue facing American indus- 
try today, said Kappel, is whether the 
quest for new knowledge is a proper func- 
tion of industry, or the exclusive province 
of the universities and government with 
industry merely applying the results. Bell 
system scientists, said Kappel, while 
agreeing that basic research must be done 
by the universities and government, are 
convinced that there is a great advantage 
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and a great need to do it within industry 
as well. 

“., . the interaction of basic research 
with the other phases of an industry stim- 
ulates everybody,” Kappel explained. 
“Basic researchers and development engi- 
neers working fairly close to each other 
in a dynamic atmosphere sharpen each 
other’s wits. Why then should an indus- 
try choose to do without this stimulus— 
in fact, how can it afford to do without 
it?” 


— reason, said Kappel, is that the 
technical organization which includes 
a basic research group thereby takes out 
insurance against possible costly mistakes. 
The cost of development is far greater 
than the cost of research, he pointed out, 
and if a big undertaking gets off on the 
wrong foot the price is terribly high. The 
surest precaution against this is to have 
basic research people within the organiza- 
tion. 

“A third reason,” Kappel continued, “‘is 
that at any particular time university 
scientists may not be working on the 
things that would do your business the 
most good. No matter how important 
their work is to them or to others, it may 
not be getting the new knowledge that you 
need most. A good example is the work 
which produced the transistor. University 
physicists were busy on other things. Our 
Bell system research opened up the field.” 

Kappel admitted that the cost of re- 
search constitutes something of a business 
risk, but he urged industry not to over- 
estimate the cost. The Bell system works 
under regulation and on a much lower 
profit margin than most big industry, he 
said, yet research is done on a thrift ba- 
sis and yields much more than is put 
into it. 

“Others who have more ample resources 


would in my opinion get back at least as 
much as we do,” he declared. 

American industry today has the poten- 
tial for a new degree of understanding in 
the face of a new public awareness that 
the future depends very largely on big 
industry and on keeping it sound and 
strong, Kappel said. Public understanding 
and approval, however, could disappear in 
ten or twenty years if industry should fall 
short in getting new knowledge. In the 
case of the Bell system, he continued, the 
full understanding and support of the reg- 
ulatory commissions is needed. 


oVy/® are regulated in every state and 
in some of them you would al- 
most think the sole purpose of the regula- 
tion is to keep us from earning enough 
money to do a better job,” he said. “In the 
postwar period as a whole, this paucity of 
earning power has limited and circum- 
scribed our effort. We have done a great 
deal, and I am only stating the fact when 
I say that this has opened up prospects for 
the future of the communications that are 
beyond all calculation. Nevertheless, I 
think we would have done more, and be 
somewhat further into the future than we 
are today, if the conditions imposed on us 
had been less stringent.” 

Kappel urged those in public life to give 
industry the freedom to build the strength 
it needs to meet its responsibilities. To 
those who continually attack big business, 
he warned that new risks cannot be ac- 
cepted if industry is forever preoccupied 
with the effort to keep itself whole. “The 
next generation—and the time may be 
shorter than that—will surely be decisive 
in the future of our country and the 
world,” Kappel concluded. “Let it never 
be said in years to come that we failed 
because this man had a pet theory, and 
that man was thinking of votes.” 
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Fusion Progress Publicized— 
No Real “Breakthrough” Yet 


rene) because of persistent com- 
plaints by the British press that the 
AEC has failed to give its British counter- 
part, the United Kingdom Atomic Energy 
Authority, due credit for rapid progress 
in fusion research, a tremendous fanfare 
of publicity was released as scheduled on 
January 24th, with numerous pictures and 
details of experiments (excepting some 
“classified” material) accompanied by the 
usual newspaper “rewrites” and “back- 
ground” material. Some newspapers un- 
fortunately played it up as a real “break- 
through” while others properly recorded 
it as merely an interim progress report. 
While this department published a sum- 
mary of recent progress in the December 
19th issue, some details from the current 
reports may be of interest. 

Our own work in fusion started in 1951, 
and in 1953 “Project Sherwood” began 
with an annual expenditure of $800,000, 
some twenty scientists and engineers be- 
ing employed. In the current year spend- 
ing will approach $23 million with 250 
scientists and engineers (and an equal 
supplementary personnel) at work in five 
laboratories in New Mexico, California, 
New Jersey, Tennessee, and New York. 
England now has a total staff of fifty and 
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Financial News 


and Comment 


By OWEN ELY 


has apparently spent somewhat less than 
a million dollars thus far on its Zeta proj- 
ect, though this may not reflect the entire 
program. Russia has reacted to the pub- 
licity blast by pointing out that its own 
scientists first “proposed” the Zeta meth- 
od in 1950, but details on Russia’s ex- 
penditures and personnel appear lacking. 
France is also in the race, although so far 
it has not accomplished much. 


._ techniques here and in England 
are based on the same principles, but 
the apparatus employed varies consider- 
ably, reflecting different judgments as to 
the most convenient way to proceed. We 
have succeeded in inducing a temperature 
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of about six million degrees in a small 
doughnut-shaped tube called “Perhapsa- 
tron S-3” which came into operation in 
December, 1957, but the temperature is 
achieved for only about two-millionths of 
a second. The British “officially” have 
achieved five million degrees for two- to 
five-thousandths of a second in their Zeta 
apparatus. 

Robert Carruthers, a senior scientist of 
the AEA who designed Zeta and directs 
its operation, personally: claims to have 
achieved a temperature of seven million 
degrees, and hopes to reach 50 million 
over the next year or so—after which a 
bigger machine will be needed to obtain 
the still higher temperature required for 
eventual success (unless tritium is em- 
ployed). We also hope to reach 50 million 
degrees, perhaps by 1960, with the huge 
“magnetic bottle” known as Stellerator 
Model C now being built at Princeton. 


HE recent excitement in England has 

been due to the claim, widely pub- 
licized in its press as putting England 
“ahead” in the race, that fusion has actual- 
ly been achieved on an extremely minute 
scale (about one-trillionth the amount 
needed for commercial success). It is an 
exceedingly tricky business to prove that 
the stream of neutrons being produced in 
the experiments (when the high tempera- 
ture is achieved by pushing a big “jolt” 
of electricity through the gas in the tube) 
is due to fusion rather than other factors. 
Hence, at the moment a great deal of work 
is being devoted merely to prove that these 
are not “false” neutrons. 

Sir John Cockcroft, head of Britain’s 
Research Establishment at Harwell, says 
he is “90 per cent certain that thermo- 
nuclear fusion of heavy hydrogen nuclei 
has been actually achieved inside the ex- 
perimental apparatus”—which is a little 
disappointing for English newspapers. 


U. S. authorities have not made any 
definite claim, stating only that there 
are “good reasons” to think the neu- 
trons come from thermonuclear reactions, 
which is the $64 phrase for fusion. 


AS indicated in our story of December 
19th, there are two methods by which 
it is hoped to reach commercial produc- 
tion of power from fusion: (1) If deu- 
terium (so-called “heavy water,” which 
we furnish England for her experiments) 
is used, it will probably be necessary to 
raise the temperature to about 400 million 
degrees and maintain it for several sec- 
onds, it is assumed. (2) If a mixture of 
equal parts of deuterium and tritium (a 
rare isotope of deuterium) are used, it is 
possible that a temperature of 20 to 30 
million degrees might suffice—this being 
the estimated temperature at the center of 
the sun, just about enough to make up 
for its radiation losses. But tritium (which 
has presumably been produced at the 
AEC-du Pont plant in South Carolina in 
connection with hydrogen bombs) is ex- 
tremely costly and is radioactive. Hence, 
experiments to date seem to have em- 
ployed deuterium only. 

AEC Chairman Lewis L. Strauss com- 
ments as follows: 


It appears that years of intensive 
work will probably be required to de- 
velop a laboratory thermonuclear device 
which would yield more energy than 
it consumes. And after that, it will re- 
quire more years to develop a full-scale 
power producer. Therefore, the con- 
trolled thermonuclear program will not 
interfere with the current development 
and construction of reactors to produce 
electricity from nuclear fission. 


The British estimate the development 
period at twenty years—perhaps a little 
more optimistic view than ours. 
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New Depreciation Plan 
R ecognizes Price 
Inflation 


_pgng as a result of studies initi- 
ated by Chairman Blough of U. S. 
Steel (see story in this department, May 
23, 1957), several leading steel concerns 
have presented to Congress a new tax de- 
preciation formula designed to take into 
account the decline in the purchasing pow- 
er of the dollar. Other industries are said 
to be preparing to endorse the proposal. 
According to Dow-Jones, a tax lawyer, a 
certified public accountant, and a college 
economics professor have endorsed the 
proposal, in tax hearings before the House 


7 


Ways and Means Committee. The Ameri- 
can Cotton Manufacturers Institute of- 
fered a similar plan. 

Under present law a company can write 
off only the original cost of an item of 
plant or equipment for tax purposes. Un- 
der the new proposal, which has been 
named the “Reinvestment Allowance” 
formula, firms reinvesting in new capital 
assets could obtain a more realistic tax al- 
lowance on the assets being retired. The 
total original cost of the items being 
scrapped in a particular year would be ad- 
justed by applying a special Government 
Cost Index figure; and the excess of this 
new cost over the original cost would be- 
come available to the company (in that 


CALENDAR OF UTILITY OFFERINGS ANTICIPATED 
IN FIRST QUARTER 


Date of 
Bidding 
Or Sale 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Feb. 
Mar. 
Mar. 
Mar. 
Mar. 
Mar. 11 
Mar. 20 
Indef. 
Indef. 
Indef. 
Indef. 


Amount 
(Millions) 


American Tel. & Tel. Conv. Deb. 44, 1973 .... 
Southern Calif. Edison Preferred ($25 par) ... 
Indiana & Mich. Elec. Mtge. Bonds, 1988 

So. Carolina E. & G, Common Stock 

Niagara Mohawk Power Preferred 

Gulf States Utilities Preferred 

Northern Illinois Gas Preferred 

Gulf Power Mtge. Bonds 

Pennsylvania Electric Mtge. Bonds, 1988 
Cleveland Elec. Illum. Mtge. Bonds, 1993 
Central Ill. Pub, Serv. Mtge. Bonds 

So. New England Telephone Debentures, 1991 .. 
Calif. Elec. Power Mtge. Bonds, 1988 

Iowa Public Service Mtge. Bonds, 1988 

Ohio Edison Mtge. Bonds, 1988 

Iowa-Illinois G. & E. Conv. Debentures, 1968 .. 
Union Electric Mtge. Bonds 

Indianapolis P. & L. Mtge. Bonds 

Georgia Power Mtge. Bonds 

Kansas P. & L. Mtge. Bonds 

Natural Gas Pipeline of America Bonds 
Montana Power Mtge. Bonds 

Tucson G. E. L. & P. Mtge. Bonds 


Nature of Prelim. 
Offering Rating 
S Aa* 
N(?) 
Al1** 


S-N 


| 


A* 
A* 


Aa* 
Aa* 
A* 
A* 
Aa*® 
A* 
Aa* 
Aa* 
A* 


Aa* 


ZADBAQAAOAQAANAAAAZAZ 


C—Competitive. N—Negotiated. S—Subscription, *Moody rating (preliminary or 


estimated). 
249 


**Standard & Poor’s rating (preliminary or estimated). 
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year only) as a “reinvestment allowance.” 
The latter could be deducted from the 
firm’s taxable income, assuming that new 
assets were acquired whose cost would ex- 
ceed (by the amount of the allowance, or 
more) the original cost of the scrapped 
items. Thus, if a taxpayer should retire a 
machine bought twenty years ago for $50,- 
000 and now fully depreciated, and assum- 
ing that the Government Cost Index in- 
creased in this period by 130 per cent, then 
the cost of the machine would be revised 
to $115,000, creating a reinvestment al- 
lowance of $65,000. If the taxpayer this 
year should decide to invest in depreciable 
property costing more than $50,000 he 
could deduct from his 1958 income any 
excess of the investment over $50,000 up 
to $65,000. The cost of the new property, 
less the deduction taken this year, would 
then be subject to regular depreciation. 
This method would have the advantage of 
not disturbing existing basic depreciation 
practices. 


— ipinanere Witi1am T. HoGan, eco- 
nomics professor at Fordham Uni- 
versity, presented an analysis of the steel 
industry showing that despite record earn- 
ings in recent years, these companies are 
hard-pressed to find needed funds for re- 
placing and modernizing plant and equip- 
ment. He estimated that 1956 depreciation 
allowances were inadequate by $300-$400 
million to replace plant and equipment and 


that by 1960 the deficit would approxi- 
mate $600 million. It is impracticable for 
the industry to raise these amounts by 
sales of new securities, and the only way 
to obtain the needed funds (without us- 
ing a high percentage of profits, or raising 
prices) is to have adequate depreciation 
allowances. 

Fred W. Peel, member of the Washing- 
ton law firm of Alvord & Alvord, pointed 
out that present inadequate depreciation 
allowances result in profits being over- 
stated in reports both to stockholders and 
to the Treasury. Small businesses are par- 
ticularly vulnerable since they are weaker 
financially and find it more difficult to ob- 
tain outside financing. Mr. Peel estimated 
that a corporation with a large plant ac- 
count in relation to income might actually 
be paying in taxes 70 to 80 per cent of real 
income, instead of the 52 per cent pro- 
vided in the law. 

He pointed out that the present proposal 
would apply only if the company reinvests 
the cash provided by the “reinvestment al- 
lowance” in the year in which the allow- 
ance is available, thus overcoming the 
principal objection to most early propos- 
als. 


oo E. Petouset, a New York 
accountant, told the committee that 
the nation’s current depreciation allow- 
ances are $3.6 billion a year short of the 
amount needed to replace assets. In recent 
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CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 
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1957-58 Range 
High Low 
4.38—3.58% 
4.41—3.61 
4.70—3.93 
5.21—4.21 
4.86—4.33 
5.44—4.73 








251 FEBRUARY 13, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


years the 5-year rapid amortization pro- 
gram has helped some industries to make 
up the deficiency, but this aid will soon be 
running out. Under the proposed method 
he estimated that taxpayers would have 
an additional $2-$2.5 billion in allow- 
ances. 

Leonard Spacek, of Arthur Andersen 
& Co., suggested another method of ad- 
justing for economic depreciation: that 
depreciation allowances be based on origi- 
nal cost adjusted cach year for interven- 
ing price rises. Still another proposal, 
made by President Pfeil of the machinery 
dealers’ national association, was that the 
accelerated depreciation method now per- 
mitted under the 1954 tax code could be 
made retroactive. 


* 


Fifty-one Rate Increases 
Involving $217 Million 
Pending before FPC 


i bee FPC recently reported that 51 


applications for increases in whole- 


sale natural gas rates, involving nearly 
$217 million revenues per annum, were 
pending before the commission—either 
suspended, or in effect contingently with 
the increase being collected subject to re- 
fund. Amounts in excess of $1 million 
are as follows, by systems (including ap- 
plications made by subsidiaries) : 


Millions of Dollars 
Rev. 

Collected, 

Annual Subject to 


System Amount Refund 


Algonquin Gas Transmission $ 2 
American Natural Gas ... 7 
Columbia Gas 

Colorado Interstate 

Consolidated Natural Gas . 

El Paso Natural Gas .... 
Gulf Interstate Gas 

National Fuel Gas 

Northern Natural Gas .... 
Panhandle Eastern Pipe Line 
Peoples Gas, Light & Coke 
Southern Natural Gas ... 
Tennessee Gas Transmission 
Texas Eastern Transmission 
Texas Gas Transmission .. 
United “Gas Gorp.. 62sec 
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DATA ON ELECTRIC UTILITY.STOCKS 


1/23/58  Divi- 


Price 
About 


American G. & E. ....... 
Arizona Pub. Service ...... 
Arkansas Mo. Power 
Atlantic City Elec. ....... 
Baltimore G. & E. ........ 
Bangor Hydro-Elec. ...... 
Black Hills P. & L. 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Calit: Pac: WG. ocsesieices 
Carolina P. & L. 

Cent. Hudson G. & E. 
Gent HELE. &'G. «....... 
Cok. UG 7" \ ere 
Cee Te OS 
Cent. Louisiana Elec. 
Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S. ..... 
Cincinnati G. & E. ........ 
Citizens Util. “B” 

Cleve. Elec. Illum. ........ 
Colo. Cent. Power 


Columbus & S. O. E. 
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Annual 


Rev. 
(Mill.) Rate 
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Lake Superior D. P. ...... 
Long Island Lightin 
Pouisvire Got BE. 0635. 
Madison G. & E 

Maine Pub. Service 
Michigan G. & E. ........ 
Middle South Util. ....... 
Minnesota P. & L. 

MISS: Vanlby B.S: <0:.0+5:s 
Missouri Pub. Serv. ...... 
PMISSOMTE WU x ascve vie ec ass 
Montana Power 

New England Elec. ....... 
New England G.& E. .... 
New Orleans P. S. ...... 
Newport Elec. ........... 
NE Ye Siete Be eG, 2. 
Niagara Mohawk Pr. ..... 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ...... 
Ohio Edison 

Oklahoma G. & E. ........ 
Otter Tale Pr o.ccccsecs. 
Patines es cesccacecs 
LE) Gad Dee 
Penn Power & Lt. ........ 
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Aver. 
early Incr, Appros. 
Annual 1/23/58  Divi- Recent In. Sh. Price- Div. Common 
were Rev. (Continued) Price dend Approx. Share % In- Earns. Earn. Pay- Stock 
ither (Mill.) About Rate ield Earnings crease 1951-56 Ratio out Equity 
: Commonwealth Ed. ...... 43 4 2.85Se 5 8 
with Community Pub. Ser. .... 27 4 1.83Se Z 15 : 
O re- Concord Elec. 4 Mi 2.67De** D1 1 : 
tli Conn (ete ee PE, cise csisis 5 *1.21De D7 5 f 
1u10n Consol. Edison 5 *3.31Se 8 ; 
x ap- Consumers Power 4. 3.210c 6 : 
. Dayton P. & L 5. 3.09Au 8 A 
Delaware P. & 4 2.77Se 10 : 
oll Detroit Edison 5. 2.62De 8 J 
ated Duke Power 4. 2.07Se 20 : 
oad Duquesne Light 5. 2.50Se 4 j 
ected, East. Util. Assoc. ........ 6. 2.350¢ 0 ; 
wo Edison Sault Elec. ....... 5. 1.19Se 3 4 
- El Paso Elec, .........--- 4 1.39Se 8 3 
_ Empire Dist. Elec. ........ 6 1.55Se 3 ‘ 
5 Fitchburg G. & E. ........ 5 **3.65De 3 4 
5 Florida Power Corp. ...... 3 2.78Se i 
v Florida P. & L. 2. 2.97Se : 
5 General Pub. Util. ........ Le *2.99Se : 
) Green Mt. Power 6. : 
- Guit States: Wtth, ......... 3 i 
- Piamtrore Ba, Ls. ck sce ee 5 J 
l Haverhill Elec. Z ; 
1 Hawaiian Elec............. 5: ; 
) Houston tc PB. cscs... 2 0 ; 
a Housatonic ©. S: os... 6. -- 3 
) Idaho Power 3 ZL : 
. Illinois Power 4. 6 ; 
Indianapolis P. & L. ...... 4. 5 i 
Interstate Power 3 3 ; 
lowa Ble, Ea & PP. 2.0. 5: 10 ; 
Jowa-ll: Gk Be s..5005. 5 3 A 
Iowa Power & Lt. ....... 5 2 a 
Iowa Pub. Service Be 5 : 
Iowa South. Util. ........ 5: 8 Z 
earisas City, 20. Do... c0 ss « 4 8 é 
Kansas G. & E. 4 12 : 
pros. Mennsad Bre 0e Eby. esos 0 5 9 : 
nmon eentucky WUlhh...c006000 4 9 6 
6 6 
6 1 
4 7 
1 & 
3 0 
4 6 
5 
2 
5 
XA 
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4 
vé 
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4 
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is 
9 
2 
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‘ 1/23/58 Divi, Recent . Sh. Price 
” rice en prox. are - E arn. 
(Continued) About Rate teld Earnings Ratio 


i eo Ce eae 2.00 
Portland Gen. Elec. ...... 1.20 
PEHAG MARC, EPs 6o6 cscs 1.20 
Pup. Serv; of Golo, ...... 1.801 
Pip, perv. &. 4G. c0ce0s 1.80 
Pun. Serv, of tad. ..<.... 2.00 
Pub. Serv. of N. H. ...... 1.00 
Pub, Serv. of N. M. ...... .80 
Puget Sound P. & L 1.36 
Rochester G. & E. ........ 1.60 
Rockland L. & P. .90 
St. Joseph L. & P. 1.50 
San Diego G. & E .96 
ee Oe 1.00 
Sierra Pacific Pr, ....6.'.. 1.40 
So. Calif. Edison 2.40 
So. Carolina E. & G. 1.10 
Southern Colo. Pr. ....... 80 
Southern Company 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Power .... 
Southwestern E. S. ...... 
Southwestern P, S. ...... 
Tampa Electric 

Demes AGNES 6 o56000 0% 
Toledo Edison 

Tucson G. E. L. & P. 
Union Elec. of Mo. ...... 
United Illuminating 

Upper Peninsula Pr. ...... 
Utah Power & LA. ...0.00% 
Virginia E. & P. 

Wash. Water Power 

West Penn Bilec.-...%<s.+ 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wise, EL, Pr> (Gons.) .... 
Wisconsin P. & L. 

WV esnonstt! PD, csccecaes 
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Averages 


Foreign Companies 

Amer. & Foreign Power .. 12 ; $1.73Se 
Brazilian Traction 7 ; f **2:19De 
Brish Gol, Pr: ....2:.... 38 t t **2.34De 
Gatineau Power d ) **2 28De 
mexscan Lote Po... 686s 12 ; ; **1.67De 
Quebec Power 29 F : **1.99De 
Shawinigan Water & Pr... 25 f k **1 42De 


>>O> > >N 


A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; Je— 
June; Jy—July; Au—August; Se—September ; Oc—October; N—November; De—December. *Deferred 
taxes resulting from liberalized depreciation are not normalized. **Calendar year 1956. a—Estimated an- 
nual rate. The “A” stock receives stock dividends. b—Also 3 per cent stock dividend December 31, 1956, 
which is included in the yield. c—Also 2 per cent stock dividend January 10, 1956. f—Also 5 per cent stock 
dividend August 15, 1956. g—Cash dividends of $2.50 in 1956 included 30 cents extra; 10 per cent stock 
dividend also paid April 30, 1956. h—Also stock dividend of one share for each 200 shares held September 
12, 1956. i—Also 10 per cent stock dividend November 16, 1956. j—Also 10 per cent stock dividend August 
31, 1956. k—Also 5 per cent stock dividend December 17, 1956, m—Also 24 per cent stock dividend January 
10, 1956. n—Also 5 per cent stock dividend December 27, 1957. o—Also 5 per cent stock dividend May 
1, 1957. p—Also 5 per cent stock dividend March 10, 1957. 
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What Others Think 


It’s Later than You Think for Rate Increases 


—« hope is about the only basis 
on which an investor could justify 
purchase of the great majority of public 
utility stocks after analyzing the record of 
earnings in the first nine months of 1957. 
Fortunately for the industry, this hope is 
still sufficiently strong to maintain a fairly 
stable market for utility stocks but, unless 
it is rewarded sooner or later with a com- 
plete reversal of the extremely poor trend 
of earnings, the utility industry is going 
to face some hard facts of life in financing 
its expansion program. It is time that both 
managements and commissioners alike 
stopped trying to draw fine lines in the 
inexact science of rate making and look 
more into the actual results that are slowly 
but surely impairing the financial strength 
and stability of the utility industry. 

Even a cursory review of the earnings 
of the class A and B electric utilities as 
reported by the Federal Power Commis- 
sion shows that the increase in operating 
earnings in the first nine months of 1957 
was equal to only 2 per cent on the in- 
crease in the net plant account. As poor a 
showing as this may seem, it is only a 
small sample of the low state to which util- 
ity earnings sank in the first seven months 
of the year. A closer examination of the 
actual figures shows that income taxes 
during this period increased only $10,- 
290,000 although reported net income be- 


fore income taxes was $64,398,000 larger 
than in the corresponding period of the 
previous year. Furthermore, although in- 
terest on long-term debt increased $38,- 
354,000, tatal income deductions were up 
only $21,454,000. The reason for these 
apparent divergencies is in the accounting 
policies which are being questioned by 
more and more investors as being almost 
slight-of-hand maneuvers to avoid reveal- 
ing the true facts. For instance, “other in- 
come deductions,” which declined $16 - 
030,000 in the first nine months of the 
year, undoubtedly reflected a substantial 
increase in the credit for interest charged 
to construction and offset almost half the 
increase in “interest on long-term debt.” 
The relatively small increase in “income 
taxes,” of course, was due in part to the 
larger interest charges which are deducti- 
ble from taxable earnings but also re- 
flected the use by some companies of the 
so-called “flow through” method of ac- 
counting for the tax benefits resulting 
from using accelerated depreciation for 
tax purposes. Whether or not this is the 
proper or desirable treatment is too con- 
troversial to be treated here and is com- 
pletely immaterial to a study of the ade- 
quacy of utility earnings. The important 
fact remains that incremental earnings are 
not providing an adequate return on ex- 
panding plants and, because of higher op- 
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erating costs, operating ratios are increas- 
ing at an alarming rate. 


oe taking the class A and B electric 
utilities as reported by the Federal 
Power Commission, only 21 per cent of 
the increase in revenues in the first nine 
months of 1957 was carried through to 
operating earnings before income taxes. In 
other words, operating expenses absorbed 
79 per cent of the 7 per cent increase in 
revenues and the operating ratio for the 
twelve months ended September 30, 1957, 
increased to 66.8 per cent compared with 
66 per cent in the 1956 calendar year. Al- 
though the decline was only a fraction of 
one per cent, utility earnings are so highly 
leveraged that any unfavorable trend no 
matter how slight should be heeded as a 
warning that rough seas lie ahead. Fortu- 
nately, revenues increased during this 
period of higher operating ratios and pre- 
vented the industry from actually losing 
earnings but, here again, the narrowing of 


e 


the year-to-year increase in revenues from 
8.2 per cent in the 1956 calendar year to 
7 per cent in the first nine months of 1957 
is a storm warning which should not go 
unheeded. 


. ey from generalities of the class 
A and B electric utilities to specific 
companies, the results are even more 
alarming. Out of a total of 82 major elec- 
tric utilities, 20 or almost one-fifth had 
smaller operating earnings before income 
taxes in the twelve months ended Septem- 
ber 30, 1957, than in the 1956 calendar 
year. Excluding three companies whose 
aggregate revenues exceed those of the 
other 17 companies combined and would 
exert an undue influence on the total, these 
companies increased their revenues $31,- 
092,000 in the twelve months ended Sep- 
tember 30, 1957, but had $5,224,000 less 
operating earnings before income taxes 
than in the 1956 calendar year. 

The common stockholder will take little 


CLASS A AND B ELECTRIC UTILITIES 


(000’s Omitted) 


Revenues 

Fuel 

Salaries and Wages 
Other Operating Expenses 
Depreciation 

General Taxes 


Nine Months Ended 
September 30th 
957 


Increase 
(Decrease) 

$403,857 
128,133 
51,913 
44,614 
43,211 
51,114 


1956 


z 


$5,793,182 
894,3 

1,000,442 

805.931 


573,471 
536,176 


_ 





Electric Operating Earnings 
Other Utilities Operating Income ... 
Other Income 


$2,067,674 
107,441 
50,869 


$1,982,802 
111,504 
45,826 
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Total Operating Earnings 
Income Taxes 


$2,225,984 
807,221 


$ 85,852 


$2,140,132 
10,290 


796,931 





Gross Income 
Interest on Debt 
Amort. Debt Disc. and Exp. ........ 
Other Income Deductions 


$1,418,763 

382,921 
1,663 
Cr. 11,898 


$ 75,562 

38,354 
(870) 
4,132 (16,030) 


$1,343,201 
344,567 
2,533 
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Net Income 
Preferred Dividends 


$1,046,077 
125,949 


$ 991,969 $ 54,108 
119,998 5,951 





Available for Common 
Common Dividends 


$ 920,128 
677,720 


$ 871,971 $ 48,157 
631,312 46,408 





Surplus for Period 
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WHAT OTHERS THINK 


solace in the fact that, largely because of 
higher interest requirements, the decline 
in operating earnings was more than off- 
set by a reduction in income taxes. The 
net result, so far as these 17 companies are 
concerned, is that the $844,000 increase 
in total earnings after income taxes was 
only one-fifth the $4,447,000 increase in 
interest charges. Nor does he place much 
confidence in the fact that the credit for 
interest charged to construction increased 
$3,994,000 and absorbed 90 per cent of 
the increase in interest requirements. On 
the contrary, he knows that this credit is 
only temporary and will continue only so 
long as construction remains at a high 
level while the expanded interest require- 
ments are a permanent prior charge which 
must be paid in good times and bad. In 
fact, on the basis of the record of these 17 
companies during the first nine months of 
1957, the more their business increases at 
prevailing rates the less earnings they will 
have. While this is only a small start ,un- 
less something is done to reverse the ris- 


3 


ing operating ratio, these companies are 
on their way to expanding themselves into 
bankruptcy. These are the bare and realis- 
tic facts and any opinion to the contrary 
can be based only on hope and wishful 
thinking. 


O’ the other 62 companies, only 15 
were able to reduce their operating 
ratios. One maintained its operating ratio 
unchanged but 46 or 74 per cent showed 
higher operating ratios in the twelve 
months ended September 30, 1957, than 
in the 1956 calendar year. While the utili- 
ties have managed to keep the ratio of 
capitalization to revenues fairly constant 
despite the sharp increase in construction 
costs, higher interest rates are making it 
more costly to raise new capital. Under 
these conditions it is essential for the oper- 
ating ratio to decline. Until this year, 
utility operating costs had been increasing 
at a slower rate than revenues. This has 
now changed and for the 82 companies 
covered in this study, the average increase 


COMBINED EARNINGS OF 17 PUBLIC 
UTILITY COMPANIES 


Twelve Months Ended 


Sept. 30, 
1957 
$949,879 
478,400 
88,083 
73,577 


(000’s Omitted) 

Revenues 

Operating Expenses and Maint. ....... 
Depreciation and Amort. ............. 
General Taxes 


Increase 


Dec. 31, 
(Decrease) 


1956 
$918,787 
452,768 
82,958 
68,018 
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Gross before Income Tax 
Income Tax 


$309,819 


Pr nine 


$315,043 


$(5,224) 
132,962 (6,482) 
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Gross Income 
Other Income 


$182,081 


$ 1,258 
(414) 
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Total Income 
Interest Charged to Constr. ........... 
Interest and Other Charges 


$185,602 
Cr. 9,019 
49,828 


$184,758 
Cr. 5,025 
45,381 


$ 844 
3,994 
4,447 





Net Income 
Preferred Dividends 


$144,793 
16,954 


no So 
NW now 


$144,402 


$ 391 
16,506 448 





Available for Common 
Earned Per Share 
Number of Shares 


$127,839 
$2.14 
59,720,250 
257 


$127,896 $ 


$2.18 
58,547,732 


(57) 
(0.04) 


1,172,518 
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in operating earnings before income taxes 
was only 3 per cent or little more than 
half the average increase in operating rev- 
enues of 5.7 per cent. Following the end 
of the war, the class A and B electric utili- 
ties in 1946 had an operating ratio of 67 
per cent. With rate reductions and higher 
operating costs the operating ratio in- 
creased to a postwar high of 73.8 per cent 
in 1949 but subsequently declined each 
year to a low of 65.6 per cent in 1955. It 
then increased to 66 per cent in 1956 and 
in the twelve months ended September 30, 
1957, was up to 66.8 per cent. 

This year’s results, therefore, are 
merely continuing at an accelerated rate, 
a trend which started last year. The in- 
evitable result of a further continuation 
of this trend will be an impairment of the 
credit position of the utilities similar to 
that which has already overtaken the air- 
lines and would be a major catastrophe 
for the country. If credit can be given to 
any one industry for the production won- 
ders of the United States, it belongs to the 
utilities which last year provided energy 
to industry equal to the labor of 800 mil- 
lion men working forty hours a week for 
fifty weeks and at a wage of only one cent 
a day. To shackle the ability of this giant 
by penny-wise and pound-foolish policies 
is something this country cannot afford. 
At the same time, however, investors can- 
not be expected to purchase utility stocks 
without assurance of adequate earnings. 


His rates are necessary to provide 
the utilities with the necessary earn- 
ings to maintain their financial strength. 
Fortunately, however, the increase need 
not be large and certainly would be 
neither burdensome to the consumer nor 
restrict the growing demand for power. 
For instance, a 10 per cent across-the- 
board increase in rates would, after in- 
come taxes which would add about $400 
million to the revenues of the federal gov- 
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ernment, add about 14 per cent to the 
1956 rate of return on the year-end capi- 
talization of the class A and B utilities, 
Brought down to the common stock, it 
would mean an increase in earnings of 
approximately 32 per cent. Such a rate in- 
crease would result in a composite rate per 
kilowatt-hour of 2.08 cents compared with 
an actual rate of 1.89 cents per kilowatt- 
hour in 1956 and would be only 13 per 
cent above the 1946 composite rate of 1.84 
cents per kilowatt-hour. The average 
annual residential bill would go up from 
$75.50 to $83.05—a monthly increase 
of 63 cents—and the average residential 
rate per kilowatt-hour would be increased 
to 2.98 cents, which would be slightly un- 
der the 1949 average of 3.01 cents per 
kilowatt-hour and 10 per cent below the 
1946 level of 3.29 cents. Compared with 
the increases in costs‘of other commodi- 
ties and services, these would be picayune 
and certainly would be understood and ac- 
cepted by the public. In fact, the general 
public cannot understand how the utilities 
have avoided increasing their rates more 
than they have, and there is every indica- 
tion that, with the public’s ingrained sense 
of fair play, any move toward higher rates 
would be sympathetically received. Due 
possibly to the loud bark of some politi- 
cians, utility managements have placed 
undue emphasis on the importance of 
price and too little stress on the value of 
electric service. It was, therefore, refresh- 
ing to hear the president of an electric 
utility which operates in competition with 
low-cost natural gas recently express con- 
fidence in the ability to sell electric cook- 
ing and house heating. He expressed this 
confidence, which is substantiated by in- 
roads which have already been made, by 
saying that “some people buy Cadillacs.” 


Ny rate increase should include a revi- 
sion of schedules to adjust them to 
the current trend of capital and operating 
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“THE CABLE SPOOL? IT WENT THAT-A-WAY!” 


costs. The necessity of increasing earnings 
per share has largely been overlooked in 
the pattern of regulation which has been 
developed during the postwar years. It has 
become customary in rate cases to view 
the cost of equity capital on a return basis 
similar to that applied to senior securities ; 
i.e., the cost of common stock capital is 
8 per cent (or some other figure) because 
a group of similar stocks sell to yield 5 
per cent on the basis of a dividend rate 
approximating 70 per cent of earnings. 
This theory loses sight of the fact that the 
dividend rate on a common stock is not 
fixed and that the current income return 
is only one factor in the market value of 
the stock. For instance, a stock earning $4 


and paying $3 might sell at 55 to yield 
5.45 per cent in the current market. Obvi- 
ously, with first mortgage bonds selling to 
yield 43 per cent to 5 per cent and pre- 
ferred stocks on a 54 per cent to 6 per cent 
basis, a 5.45 per cent basis for the com- 
mon stock is not warranted by the divi- 
dend rate alone. Some part of the market 
price of the common stock represents ex- 
pectations of larger dividends in the fu- 
ture without which it might well sell on a 
74 per cent basis or at a price of 40. If 
that were the case, 15 points or 27 per 
cent of the market price of the stock would 
represent expectations of increased divi- 
dends. The market is replete with exam- 
ples of stocks which sell to yield less than 
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the bonds of the same companies merely 
to reflect their favorable prospects. This 
“discounting” factor is one of the major 
considerations in the market price of all 
common stocks. 


i the utilities are unwilling or unable to 
obtain rates which will justify expecta- 
tions of increasing earnings per share, the 
premium over their current return value 
will disappear and their financing prob- 
lems will multiply. Investors are inter- 
ested only in tangible results and, if the 
trend of earnings indicates that these will 
not be realized, they can and will invest 
in other securities which hold out more 
hope that their objectives will be achieved. 
It is obvious from the trend of earnings 
that utilities cannot absorb the higher op- 
erating costs and, at the same time, pro- 
vide an adequate return on their expand- 
ing capitalizations. What is particularly 


disturbing, however, is that so many man- 
agements adopt a defeatist attitude toward 
rates and almost apologize for applying 
for increases. Furthermore, the increases 
which are requested are usually inade- 
quate, as indicated by testimony in several 
recent rate cases to the effect that the 
returns permitted by the commissions in 
previous rate cases were never realized. 
The utilities and the commissions must 
realize that investors are interested in the 
future and not in the past and that rates 
must be fashioned to permit a continuing 
satisfactory level of earnings rather than 
merely making up for past deficiencies. To 
warrant the confidence of investors, the 
utility industry must overcome its all-too- 
frequent policy of rate increases which are 
too little and too late. 
—W. Truspow Hype, Jr, 
Partner, Josephthal & Co., 
New York, New York. 





Rate-making Status of Liberalized Depreciation 


ye overall position of the public util- 
ity industry with respect to the rate- 
making treatment of taxes arising from 
the use of § 167 of the Internal Revenue 
Code of 1954 is as follows: 

Only two states, Indiana and Okla- 
homa, have acted favorably in permitting 
the normalization of taxes. One state, 
Kentucky, gave only partial approval to 
the tax deferral, while six states, Maine, 
Missouri, New Hampshire, New Jersey, 
New Mexico, and Pennsylvania, ordered 
only actual taxes paid to be used. 


States Approving Normalization 


The Indiana order granted to the Pub- 
lic Service Company of Indiana (1956) 
12 PUR3d 509, is important in that it has 
received approval by the Hendricks county 
circuit court. The court’s opinion (De- 
cember 19, 1957) noted among other 
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things that it was congressional intent 
that industry was to be the beneficiary 
from the provisions of § 167, and that 
only through normalization of taxes could 
this be effectuated. 

In Oklahoma the two orders that were 
issued were both with respect to the Okla- 
homa Natural Gas Company, the early 
one in 1955 (12 PUR3d 293), and the 
other late in 1957. While in both cases 
taxes were permitted to be normalized, 
the second order can be construed as being 
more restrictive in that somewhat less lati- 
tude was allowed to the company in the 
treatment of the deferral. While the first 
order would have allowed the company 
to treat the deferral as income or place it 
in a reserve, the second order stated that 
such amounts be placed either in a reserve 
for deferred income taxes or in a re- 
stricted surplus. It is of interest to note 
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that this is the only order where an alter- 
native accounting treatment has been al- 
lowed. However, in both instances the 
commission’s thinking on this matter dis- 
plays careful economic judgment. 


States Approving Partial Tax Deferral 


ge a rate proceeding involving the West- 
ern Kentucky Gas Company, while the 
normalization of taxes was allowed as an 
“above the line expense,” the commission 
ordered the resulting reserve to be de- 
ducted from the rate base. Such proce- 
dure, the commission said, would give 
some benefits to both the consumer and 
the utility. (21 PUR3d —.) 


States Requiring Actual Taxes 


¢ &~ adverse situation in which the in- 
dustry finds itself is exemplified by 
the fact that six states ruling in nine 
separate company rate cases have pre- 
scribed the use of actual taxes. In addi- 
tion, the supreme judicial court of Maine 
(136 A2d 726) and the Pennsylvania 
superior court (17 PUR3d 249) upheld 
the findings of their respective commis- 
sions. The general argument used both by 
the courts and the commissions has been 
to the effect that the use of the provisions 
of § 167 produces not a deferral of taxes 
but a permanent reduction, and that be- 
cause of this only actual taxes can be used. 
The other inference which has been made 
is that the normalization of taxes makes 
the consumer an involuntary contributor 
to the capital requirements of the com- 
pany. 

It is of interest to note that in the case 
of Maine, while liberalized depreciation 
was disallowed, the normalization of taxes 
arising from accelerated amortization (§ 
168) was permitted. Furthermore, in the 
case of Central Maine a previous account- 
ing order which permitted the use of nor- 
malized taxes for § 167 was canceled, and 
the balances remaining in the tax reserve 


were transferred to earned surplus. Simi- 
lar treatment was accorded to the Public 
Service Company of New Hampshire— 
namely, the cancellation of the accounting 
order—but the disposition of whatever 
balances there may have been in the re- 
stricted surplus arising from the deferral 
is unknown (18 PUR3d 523). 

While the Missouri commission dis- 
allowed the normalization of taxes (20 
PUR3d 195), the dissent of Commis- 
sioner McDonald is a noteworthy contri- 
bution to regulatory thinking. He said in 
part: 


... There is no doubt the consumer will 
be benefited by the company’s use of ac- 
celerated depreciation for computing its 
income taxes, even if we allow the com- 
pany to normalize its income taxes, as 
the company will be able to use this 
money for new construction for a num- 
ber of years interest free; therefore, less 
revenue would be required for those 
years, as there would be less debt 
money to service. 


AY, Jitu respect to the Pennsylvania or- 
ders, the commission took this ex- 
traordinary position when it said in part: 


. . . Congress allowed liberalized de- 
preciation to all business enterprises but 
obviously its principal purposes are not 
particularly applicable to regulated pub- 
lic utilities whose price of product is 
“cost of service.” (13 PUR3d 189, 
222.) 


It is difficult for this writer to under- 
stand how it is possible to say that the 
benefits of liberalized depreciation apply 


to all business on the one hand and then 


on the other hand, to state that it does 
not apply to regulated business is a 
little difficult to understand, unless of 
course regulated business is not business 
(Continued, page 264) 
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REGULATORY STATUS OF LIBERALIZED DEPRECIATION (§ 167) 
RATE-MAKING PROCEDURES OR RATE ORDERS ONLY 


States Approving 
Normalisation 
Of Taxes 


Indiana 


Company 
Public Service 


Co. of Indiana 


Oklahoma 
Natural Gas 
Company 


Oklahoma 


Oklahoma 
Natural Gas 
Company 


States Approving 
Partial Tax 
Deferral 
Kentucky Western Ken- 
tucky Gas 


Company 


States Requiring 
Use of Actual 
Taxes 
i Central Maine 


Power Company 
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Date of 
Order 


3/9/56 


6/29/55 


12/24/57 


10/24/57 


3/15/57 


Commission 
Action 


Taxes to be 
normalized. 


Taxes to be 
normalized. 


Taxes to be 
normalized. 


Taxes to be 
normalized but 
reserve to be 
deducted from 
rate base. 


Actual taxes. 
Previous ac- 
counting order 
requiring nor- 
malization of 
taxes canceled. 


Court 
Rulings 


Approved by 
Hendricks 
county circuit 
court on De- 
cember 19, 1957. 


Commission ac- 
tion sustained 
on November 7, 
1957, by _ su- 
preme judicial 
court. 


Comments 


Court approval based 
on congressional intent 
that industry is to be 
beneficiary from provi- 
sions of § 167 of code, 
The commission noted 
that “any such savings 
may be treated as in- 
come on the books... 
of the company or 
placed in reserve ... 
as may be determined 
by management .. . to 
be good business prac- 
tice.” 

The commission’s order 
noted that the tax de- 
ferral arising from the 
normalization of taxes 
should be stated on the 
company’s books either 
as “deferred income 
taxes” or “restricted 
earned surplus.” 


The commission said in 
part: “This procedure, 
in our opinion, will 
equitably divide the 
benefits derived from 
the tax relief under § 
167 among the parties 
of interest; that is, the 
utility on the one hand 
and the customer on the 
other.” 


In approving commis- 
sion action, court said 
in part: “The commis- 
sion takes the position 
in substance that the 
creation of an income 


tax deferred reserve 
under the circumstances 
outlined would extend 
into the unforeseeable 
future charges to pro- 
vide for expenses which 
might never arise, or to 
meet which, when, and 
if the need should arise, 
the company could seek 
relief before the com- 
mission. There is noth- 
ing unreasonable in the 
conclusion reached.” 
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States Requiring 
Use of Actual 
Taxes 


Missouri 


New Hampshire 


New Jersey 


New Mexico 


Pennsylvania 


Date of 
Order 


9/4/57 


Company 


Joplin Water 

Works Company 
Missouri Power 11/21/57 
& Light 


Public Service 4/16/57 
Co. of New 


Hampshire 


Commonwealth 5/8/57 


Water Company 


Frenchtown Water 5/8/57 


Company 


Lea County Gas 
Company 


9/22/55 


Citizens Water 12/12/55 
Co. of 


Washington 


Manufacturers 
Light & Heat 
Company 


Commission 
Action 


Actual taxes. 


Actual taxes. 


Actual taxes. 


Actual taxes. 


Actual taxes. 


Actual taxes. 


1/3/56 Actual taxes. 





Court 


Pennsylvania 
superior court 
upheld PUC in 
its ruling on 
December 28, 
1956. 


Comments 


Commission said it was 
not authorized to allow 
more than actual taxes 
paid. Commissioner 
McDonald dissented. 
The Missouri Power & 
Light case was set aside 
by the commission and 
an order dated Decem- 
ber 17, 1957, issued in 
lieu thereof. 
Commission argues that 
with growing utility 
tax deferrals will be 
permanent and hence 
actual taxes must be 
used for rate making. 
Previous accounting 
order permitting nor- 
malization of taxes can- 
celed. 

Board of public utility 
commissioners noted 
that since it had not re- 
quired the normaliza- 
tion of the difference 
between book and tax 
depreciation in the past, 
it saw no compelling 
reason to use normal- 
ized taxes in the instant 
rate proceeding. 
Substantially as above. 


Only actual taxes to be 
paid can be considered 
for rate-making pur- 
poses. 

Commission noted that 
liberalized depreciation 
produces not deferment 
but permanent reduction 
in tax liability. It also 
mentioned that differ- 
ences between book and 
tax depreciation prac- 
tices in the past have 
not justified normaliza- 
tion. Intent of Congress 
as to benefits did not 
apply to regulated in- 
dustry. 

PUC comments  sub- 
stantially as above. Su- 
perior court while up- 
holding PUC noted that 
it was not mandatory 
for a utility to use pro- 
visions of § 167 and 
hence reduce its tax lia- 
bility. The provisions of 
the code were entirely 
optional and at the dis- 
cretion of the taxpayer. 
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after all in the eyes of the commission. 
The commission seems ready to pin the 
whole case on the cost-of-service concept, 
which seemingly permits only actual cost 
to be used.” 


HILE the Pennsylvania superior 

court upheld the public utility com- 
mission in its ruling, it made the impor- 
tant comment that since the provisions of 
§ 167 are voluntary, no utility company 
can be forced to use it, in order to reduce 
its tax liability. This opinion is important 
in that it effectively stops the so-called 
“imputed” theory of making rates—at 
least in Pennsylvania. 

In this connection the recent order of 
the public utilities commission of New 
Hampshire in the matter of increase in 
rates for the New England Telephone & 
Telegraph Company is of interest. The 
Bell system, as is well known, has always 
used the straight-line method of deprecia- 
tion both for book and tax purposes. It 


would appear that in the New Hampshire 
hearings an attempt was made by the state 
to obtain from the company a justification 
for continued use of the straight-line 


1 As stated in an earlier article in this publica- 
tion, “Economic and Regulatory Aspects of Ac- 
celerated Depreciation” by C. P. Guercken, ap- 
pearing in the August 2, 1956, issue of Pustic 
Utiities FortNIGHTLY: 


... A study of recent cases shows that the 
Pennsylvania commission, beginning with the de- 
termination of a rate base, does not use book 
costs. In arriving at the adjusted net origina! 
book rate base (as one of the evidences of value 
to be used in arriving at the fair value rate 
base) it does not use the book depreciation 
reserve but rather a computed “reserve require- 
ment.” It annualizes a utility’s revenues to make 
them conform with a purported year-end rate 
base . . . The commission normalizes its ex- 
penses, such as storm damage or extraordinary 
maintenance expense, all of which, particularly 
storm damage, have a habit of recurring with 
surprising frequency and regularity. 

While some of these adjustments may have a 
fair basis, it raises the question why the same 
treatment should not be accorded to liberalized 
depreciation—rather than dismiss it on the 
grounds that the deferral is nothing but a perma- 
nent reduction in the level of taxation. 
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method of depreciation for tax purposes, 
as opposed to lowering the tax liability 
through the use of the accelerated provi- 
sions of the 1954 code. While a limited 
inquiry was approved by the commission 
into company policy, the commission 
noted : 


The weight of authority seems to be 
clear that expense lawfully incurred 
may not be disallowed unless abuse of 
discretion by company officers is shown, 
or something illegal or unlawful is ap- 
parent with reference to the items un- 
der consideration. This commission has 
prescribed for many years in its Uni- 
form System of Accounts, the straight- 
line method of depreciation. While this 
inquiry was of some academic interest, 
it does not assist the commission in its 
consideration of this case. 


It appears unlikely that any further ac- 
tion in this matter will be taken. 


Accounting Reversal in Indiana 


N December 24, 1957, the Indiana 

Public Service Commission made a 
new accounting ruling on both §§ 167 and 
168 of the Internal Revenue Code of 
1954. The earlier order of the commission 
prescribing normalization of taxes and 
the use of restricted surplus was thus re- 
versed. While the new order still pre- 
scribed the normalization of taxes, the 
deferrals were to be credited to tax re- 
serve, and all amounts currently in the 
restricted surplus were to be transferred 
to this account. While the new order has 
no immediate bearing on rate making, it 
might eventually have substantial rate- 
making implications. For example, if a 
company had issued senior securities with 
indenture provisions requiring certain 
capitalization ratios which would include 
the restricted surplus, any lessening of the 
equity portion of the capitalization could 





poses, 
ibility 
provi- 
mited 
ission 
ission 


to be 
urred 
ise of 
1own, 
S ap- 
S$ un- 
n has 
Uni- 
ight- 
» this 
rest, 
n its 


WHAT OTHERS THINK 





(oz 


SS VWAaw 


~ 











' 
] 
fi 
i 
A 
( 
{ 
j 
/ 
| 

4 


aa! 




















“I'VE HAD A LOT OF EXPERIENCE WITH DOGS” 


result in dividend restrictions and conse- 
quent loss to the equity holders. Obvi- 
ously any future issues of securities on the 
market would entail higher money costs 
and consequently result in higher rates. 


Conclusions 


® is worthy of note that of the six states 
where actual taxes were prescribed for 
rate-making purposes, only Pennsylvania 


did not have a prior accounting order 
which required the normalization of taxes. 
It would appear that the efforts to sustain 
favorable rate treatment just because 
taxes were normalized for accounting was 
ill founded, and that the overriding con- 
siderations of rate making were of far 
greater importance in the deliberations of 


the regulatory bodies. 
—Jostan ADAMS 
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TVA Chief Urges Valley Development Group 


enews leaders in the Tennessee val- 
ley have responded warmly to the 
recent suggestion of TVA Board Chair- 
man Herbert D. Vogel that a citizens’ 
group be formed to assume responsibility 
for the future development of the area. 
Vogel’s appeal was made at a luncheon 
meeting of the Knoxville Chamber of 
Commerce at which Vogel’s two new as- 
sociates on the TVA board, Arnold R. 
Jones and Dr. Frank J. Welch, were in- 
troduced to the chamber’s directors. Jones 
and Welch are serving under interim ap- 
pointments. Their nominations have not 
yet been confirmed by the Senate. 

Some of Vogel’s listeners were clearly 
surprised at the novelty of hearing a mem- 
ber of the TVA board request advice 
from area residents. Former Knoxville 
Mayor James W. Elmore said he was glad 
to know of the attitude of the new board, 
since previous TVA boards had rejected 
any effort on the part of the citizens to 
work with them. 

Vogel left no doubt that he did not con- 
sider either the Citizens for TVA or the 
Tennessee Valley Public Power Associa- 
tion as proper vehicles for the purpose he 
has in mind. He noted that such groups 
are often impelled by different motives 
and that there was a suspicion that TVA 
was being used for selfish purposes. As 
The Knoxville Journal commented, both 
groups “have acted as the propaganda 
arms of previous boards of directors, and 
vehicles for an assortment of big and little 
Democratic politicians.” 

The formation of a citizens’ group with 
broad representation to advise TVA could 
be the beginning of a new approach in the 
Tennessee valley. With TVA now ap- 
proaching its twenty-fifth anniversary, 
Vogel said the agency has reached a turn- 
ing point on a good many things. He com- 
pared the agency to a boy growing into 
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manhood after difficult years. Having 
reached maturity, there is a new sense of 
responsibility, with “obligations to his 
parents, the whole United States, and his 
brothers in the power business with whom 
he must work, and his immediate family 
in the area whose welfare includes naviga- 
tion, flood control, agricultural develop- 
ment, reforestation, and last, but by no 
means least, meeting the power needs of 
the valley.” 


vo declared flatly that it is wrong 
for TVA as an agency to decide what 
the people ought to have for their own 
good. No community can prosper if the 
communities around it do not prosper, he 
said. “I am not talking through the top 
of my head when I say that TVA wants 
to look to you to tell it what to do to 
advance the interest of this great region. 
You can be assured TVA will do its ut- 
most to put this region ahead.” 

The kind of organization proposed by 
the TVA chairman would be similar to 
those now existing in the Ohio, upper 
Mississippi, and Red river valleys. Inter- 
preting Vogel’s remarks, The Knoxville 
Journal envisages a Tennessee-Cumber- 
land Valley Improvement Association 
which would be bipartisan and nonpoliti- 
cal. Such an organization, says the Jour- 
nal, “would not be devoted to the cause 
of either public or private power except 
as the interests of valley development were 
concerned. That is to say, such an organi- 
zation would shift the emphasis in connec- 
tion with its support of TVA from the 
fact that it is a public power enterprise to 
the more important fact, from the stand- 
point of valley residents, that it is the 
agency upon which we must depend, 
whether we like it or not, for power de- 
velopment in the valley.” 

The further development of TVA as a 
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power agency would not be the total ob- 
jective of the proposed organization, as 
the Journal sees it. Instead power devel- 
opment would be regarded as only one 
facet of responsibility. Industry, naviga- 
tion, flood control, mining, agriculture, or 
anything else that had to do with improv- 
ing the valley economically would all fall 
within the proposed organization’s re- 
sponsibilities. 


 eirgpnigorogg his point, Vogel pointed 
out to the chamber directors that in 
three years water transportation has 
tripled and there was a large increase last 
year. While the increase has put pressure 
on the lock system, the chairman said not 
one voice had been raised above a whisper 
when there was a need to replace a lock 
at Wilson dam. Capacity of other locks, 
he said, would also have to be increased 
as navigation grows. 

“TVA shouldn’t have to prod Congress 
into doing what it should do itself,” Vogel 
said. “The voice of the people in the valley 
should be heard.” A valley development 
group could co-ordinate the ideas of the 
chambers of commerce in Chattanooga, 
Knoxville, and Guntersville, and perhaps 
Nashville on the Cumberland river, where 
they would work, not in opposition, but 
toward the same end—development of a 
greater South or greater region. 

“I feel deeply and sincerely that such 
action would bring the South to its right- 
ful destiny,” Vogel declared. “The doors 
of the directors of the Tennessee Valley 
Authority will always be open. We hope 
that instead of us prodding, you will con- 
tinually be prodding us. We will never try 
to force the valley into something it does 
not want. TVA is about to begin another 
twenty-five years. The valley can best be 
helped by helping itself.” 

The reception accorded to Vogel’s sug- 
gestion among Knoxville businessmen en- 


courages hope that a comprehensive de- 
velopment group will soon be formed. The 
opinion of business leaders was perhaps 
best summed up by George Bailey, whole- 
sale druggist and chairman of the whole- 
salers division of the Knoxville chamber. 
Said Bailey: 


I was very much impressed by what 
General Vogel said. I never knew of 
previous boards to request or expect or 
desire advice from businessmen, indus- 
trialists, and others. The new board wel- 
comes it with open arms. Heretofore, 
we felt the old board did not want too 
much advice. The chamber of com- 
merce may have to be the hub of the 
wheel in getting the association rolling. 
Chambers in other cities certainly 
should want to co-operate and we should 
seek their counsel. Politics would ruin 
the association. I am confident the di- 
rectors have the interest of the valley at 
heart. They have shown they feel they 
are on the same plane with us. They are 
open to suggestions. Other boards 
haven’t seemed to want to step down to 
our plane. 


= expressed complete satisfaction 
with President Eisenhower’s recom- 
mendations to Congress with respect to 
TVA. The President requested a new ap- 
propriation of $16,850,000 to finance the 
federal agency through fiscal 1959. 

The President’s request to Congress 
amounted to $3,533,000 more in funds 
than was requested for the last fiscal year. 
Unobligated balances of $2,207,000 from 
previous appropriations would raise the 
1959 total of available money to $19,057,- 
000. This compares with $38,975,799 
available in fiscal 1958. Included in the re- 
quested $16,850,000 is $9,818,000 which 
TVA would use for final “clean-up” work 
on various power plants. 
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Power Setup Proposed 


se authorizing creation of a North- 
west regional power corporation to 
build dams by revenue bond financing was 
introduced last month by Senator Richard 
L. Neuberger (Democrat, Oregon) and 
five cosponsors. 

“T want to make clear that the request 
for me to introduce this bill has come 
from the Northwest Public Power Asso- 
ciation, and I am offering the measure in 
the form in which that group transmitted 
it to my office,” Neuberger said. 

He said hearings on the bill had been 
promised by Chairman Dennis Chavez 
(Democrat, New Mexico) of the Senate 
Public Works Committee, of which Neu- 
berger is a member. 

“My cosponsors include many of the 
able and outstanding members of the Sen- 
ate from the Pacific Northwest and from 
the area of the Tennessee Valley Author- 
ity, for the regional corporation bill con- 
tains numerous features similar to the 
TVA self-financing act which was ap- 
proved by the Senate last year,” he added. 

Basically, the bill would establish a 
corporation which would assume the dam 
building and power distribution responsi- 
bility for the Columbia basin. Revenue 
bonds would finance new dams, with the 
aid of federal appropriations for nonreim- 
bursible purposes such as flood control, 
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navigation, and fish protection. A portion 
of power revenue would be diverted for 
irrigation development under a basin ac- 
count system. 

Neuberger said he felt the draft offered 
by NWPPA should be modified, especially 
with respect to the preference clause. But 
he said he decided to introduce the basic 
bill, which “has genuine merit and de- 
serves a thorough and careful hearing,” 
rather than attempt any changes before 
hearings have developed expert testimony 
on its features. 


Would Have Government 
Build Atom Plants 


ee Gore (Democrat, Tennessee) 
served notice recently that proponents 
of federally owned atomic power plants 
will renew their fight against the adminis- 
tration’s policy of having industry develop 
nuclear electricity. 

The Senator, a member of the Joint 
Atomic Energy Committee, introduced a 
bill calling for authorization of $1 billion 
in atomic energy projects, including the 
same $400 million power plant proposal 
rejected by the House in 1956. The meas- 
ure would have the government build 
“several” nuclear electric plants, rather 
than encourage private concerns to do so, 
as it does now. 
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While many other members of the com- 
mittee agree with Mr. Gore that the pace 
of the atomic power program should be 
speeded up, it was understood they were 
still trying to work out a plan that would 
be acceptable to the Atomic Energy Com- 
mission. 

The other $600 million proposed in Mr. 
Gore’s new bill would go for nuclear pro- 


pulsion experiments and an atomic-pow- 
ered “space vehicle.” He did not specify 
what he thought the cost of the latter 
would be. 

The bill would also specifically direct 
the AEC to step up research on harnessing 
fusion energy, which is obtained in ther- 
monuclear reactions of the hydrogen 
bomb. 


Alabama 


Court Move against Transit 
Company Urged 


i in Citizens Transit Advisory Group 
recently advised the city commission 
to reject the offer of Birmingham Transit 
Company to sell its operating properties 
to the city. The advisory group’ further 
advised the commission to tell the transit 
company to put its house in order or face 
court action requiring the firm to fulfill its 
obligations to the city. The commission 
was expected to follow the recommenda- 
tions. 


The 50-member advisory group fol- 
lowed recommendations of its executive 
committee. The committee found Birming- 
ham Transit’s offer too big. The chairman 
of the committee said that although the 
owners of the company set the “price” at 
$2.4 million, the actual cost would be 
nearer $5 million. He said that, in his 
opinion, the city could buy necessary new 
buses and establish its own transit system 
as cheaply or more cheaply than by buying 
the present system. The company has a 
contract with the city to operate the 
transit system until 1975. 


Colorado 


Governor Opposes Tax 
Proposal 


generate McNichols_ recently ex- 
pressed opposition to any effort to 
write into Colorado’s Constitution a per- 
centage limit on the amount the state can 
tax oil and gas extracted from the ground. 


A proposed state constitutional amend- 
ment introduced earlier in the Colorado 
legislature by Representative Peter Dom- 
inick, Englewood Republican, and others 
would permit the state to levy a true sev- 
erance tax in place of the gross income 
tax it now imposes on oil and gas. As the 
proposed amendment was written, how- 
ever, the severance tax would be limited 
to 5 per cent. This is the present ceiling 


on the oil and gas gross income tax. 

Colorado’s existing tax is being chal- 
lenged in the courts by the California 
Company, the biggest oil producer in the 
Rangely field. If it wins its suit, the state 
may have to refund as much as $25 mil- 
lion to oil and gas producers with a re- 
sultant state financial crisis. The case has 
been pending for about three years. 


Seeks Gas Rate Boost 


AN application filed with the state pub- 
lic utilities commission recently by 
Public Service Company of Colorado 
asked permission to increase natural gas 
rates by $1,220,000 a year to offset a 
wholesale price boost the company will 
pay after February 5th. 
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Average increase per residential custom- 
er, under the application, would be about 
30 cents a month. 

Also filed was an accompanying peti- 


tion for a rate increase by Pueblo Gas & 
Fuel Company, a wholly owned subsidi- 
ary. It asked an annual increase of $138,- 
194. 


Connecticut 


Gas Rate Increase Sought 


ieee gas rate increase—costing 
the Hartford Gas Company’s 70,000 
customers about one cent more a day— 
was filed with the state public utilities 
commission last month. W. T. Jebb, com- 
pany president, said the rate hike would 
yield about $250,000 in additional gross 
annual revenue. 

The basic minimum residential rate 
would be increased from the present 
charge of $1.15 a month to $1.50. This 


means the first 200 cubic feet of gas would 
cost the user 35 cents more than it now 
does, and would be reflected in all bills. 

Simultaneously, Jebb announced the 
dropping of a surcharge of 14 cents per 
one hundred cubic feet of gas for about 
7,260 company customers in Glastonbury 
and Manchester. 

Jebb said the company’s last increase 
was granted in 1949. He cited increased 
wages, rising operating expenses and 
taxes as responsible for the rate hike re- 
quest. ‘ 


Kentucky 


Rate Increase Granted 


HE state public service commission 
last month granted Kentucky Utili- 
ties Company authority to raise its rates 
$2,778,000 a year. A commission spokes- 
man said the raise was substantially the 
amount asked by the company. A base 
rate increase of $2,505,000 had been asked 
by the company, with escalator adjust- 
ments for taxes, wages, and fuels. 
The company said it expects the new 


rates to increase residential power-use 
revenues by 9.7 per cent. The rates were 
effective immediately. The higher rates 
are calculated to produce a return of 6.05 
per cent for Kentucky Utilities on its rate 
base. The commission allowed recent wage 
adjustments to be applied to the base rate, 
but denied escalator privileges on future 
raises for both taxes and wages. Fuel 
rates can be applied only to large indus- 
trial users, it said. 


Maryland 


Rate Boost Plea Opposed 

a was reported mounting 

swiftly last month in the face of a 
petition by the Baltimore Gas & Electric 
Company for rate increases to yield $9,- 
951,000 a year. People’s counsel of the 
state public service commission said he 
would ask the commission to suspend the 
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effective date of the proposed increases for 
120 days while he studied the proposal 
pending a request for a hearing. Mayor 
D’Alesandro acted quickly with instruc- 
tions to the city solicitor to intervene be- 
fore the commission in opposition to the 
new tariffs. 

Citing higher operating costs and the 





THE MARCH OF EVENTS 


“necessity of attracting large amounts of 
new capital,” the company recently sought 
increases of 6.5 per cent on the rates for 
gas and electricity and 10 per cent in the 
charge for steam heating. Unless the pro- 
posed tariffs were suspended by the com- 
mission pending a hearing, they would 


take effect in thirty days, it was stated. 

J. Theodore Wolfe, president of Balti- 
more Gas & Electric, in a statement an- 
nouncing filing of the petition, said the 
company had no other recourse “if we are 
to maintain the high standard of service 
which our customers expect.” 


Michigan 


Protests Bus Taxes 


een Samuel J. Eldersveld, a Demo- 
crat, has protested to Governor 
Williams against efforts of the Democratic 
state administration to collect taxes on 
fuel used by buses in the city of Ann 
Arbor. 

The buses in Ann Arbor and in some 
other cities have been leased by the city 
from private owners who then were en- 
gaged to operate them. The theory was 
that, as a municipal system, the buses 


would be exempt from the state fuel tax, 
but the state recently has demanded pay- 
ment. 

Eldersveld, in a letter to the governor, 
declared the state was “acting in bad 
faith” by trying retroactively to collect 
the tax after assuring the city attorney 
early last year that exemption would be 
granted. He said the bus system in Ann 
Arbor would have to suspend if it is liable 
to the taxes from which municipal sys- 
tems are exempt. 


New Hampshire 


Special Session Sought on 
Utility Tax Measures 


Pgmcane- the way for a move by Gov- 
ernor Dwinell to seek a special ses- 
sion of the state legislature to find a 
replacement for the state’s invalidated 
utility franchise tax, the state supreme 
court ruled last month in an advisory 
opinion that the state has broad powers 
to classify gas and electric utilities and to 


tax them, either by a property levy on 
their franchise or by an income tax. 

The high state court last fall invalidated 
a state utility franchise tax, which had 
been yielding $540,000 a year, on the 
grounds that it was disproportionate and 
discriminatory. 

After the new advisory opinion was 
handed down, Dwinell said he planned to 
ask his state executive corrcil to approve 
a special legislation session call. 


New York 


Installations Authorized 


i Howe state public service commission 
recently authorized Niagara Mohawk 
Power Corporation to connect an addi- 
tional 16,275 gas-fired space-heating in- 
stallations. The company now serves natu- 
ral gas to about 336,000 customers of 


whom about 167,500 use gas for space- 
heating purposes. 

In applying for permission to connect 
the additional installations, the company 
reported it had used up approximately 
25,000 of its previously authorized instal- 
lations during 1957 and that it anticipated 
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making a like number during 1958. It 
also reported that it had spent $10 million 
in 1957 for expansion of its gas trans- 
mission facilities to provide for increased 
loads and that further expenditures of 
$9.7 million and $10.5 million were an- 


ticipated for that purpose in 1958 and 
1959, respectively. 

The commission authorized the new 
installations after it was determined that 
the company’s supply of natural gas would 
be adequate to meet the increased demand. 


Virginia 


“Watchdog” Bill Introduced 


,. to create a “watchdog” agency 
to protect the public’s interest in 
public utility rate cases was introduced in 
the state house last month by Delegate 
William L. Winston of Arlington. The 
bill would create a Division of Consumers’ 
Counsel, to be set up under the governor’s 
office. It would direct the counsel to inter- 
vene in all cases before-the state corpora- 
tion commission “affecting the public 
interest.” 


Two other Arlington delegates signed 


the bill. Arlington was one of the seven 
localities that hired counsel to oppose the 
recent telephone rate case before the state 
commission. Winston told a reporter that 
he did not intend the bill to imply criti- 
cism of the split decision by the commis- 
sion that awarded the Chesapeake & Poto- 
mac Telephone Company of Virginia 
about $7.2 million in additional revenues. 
Rather, he said, he feels that the consum- 
ers should be represented in utility rate 
cases by someone independent of the com- 
mission. The bill would appropriate $25,- 
000 a year for the proposed division. 


Washington 


Gets Cash for Gas Probe 


| slang of industrial natural gas 
users has contributed $40,000 to the 
state to finance an investigation into natu- 
ral gas pipeline activities, Francis Pear- 
son, state public service commission chair- 
man, announced recently. 

He said the money would be used to 
hire a Washington, D. C., consulting engi- 
neer to advise the state on the position it 


should take on a proposed merger of 
Pacific Northwest Pipeline Corporation 
and El Paso Natural Gas. 

Pacific Northwest pipes gas from the 
San Juan basin of Colorado-New Mexico 
to gas companies in the Pacific Northwest. 


Pearson said the issues involved in the 
proposed merger were extremely compli- 
cated but could have a major effect on the 
rates paid for natural gas in Washington. 


West Virginia 


Move to Repeal Utility Bill 
Rejected 


gees state house of delegates last month 
rejected a proposal by Delegate Wil- 
liam Tompos, Hancock Democrat, for 
permission to introduce a bill to repeal a 
1953 enactment under which a public 
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utility can put a rate increase into effect 
after 120 days if its application has not 
yet been finally acted upon by the state 
public service commission. 

Such increases are put into effect under 
bond for refunds to customers in the event 
the commission ultimately allows a smaller 
amount of additional revenue. 





Progress 
of 
Regulation 











Trends and Topics 


Customers’ Contributions as Part of Rate Base 


oo utility commissions have usually approved the principle that property 
furnished or paid for by customers, as well as deposits and advances on 
which no interest is paid, should be excluded from the rate base. Such customer 
advances do not represent “investment,” it was noted by the Massachusetts 
commission (3 PUR3d 1) and the Missouri commission (20 PUR3d 195). 

The Connecticut commission recently excluded such contributions for con- 
struction of pipeline extensions with the statement that the company was not 
entitled to a return on this item because it represented money donated by cus- 
tomers and not money invested by the company in the public service (20 PUR3d 
285). The same commission, in another case, said it would be inequitable to 
make ratepayers provide the funds for plant construction and also pay a return 
on such funds (19 PUR3d 373). The Wyoming commission has said that cus- 
tomer contributions in aid of construction should be excluded from the rate 
base since the amount represents construction at no cost to the company (13 
PUR3d 523). 

Exclusion has also been approved in reported decisions from Arkansas (7 
PUR3d 561; 7 PUR3d 594), California (6 PUR3d 161), District of Columbia 
(11 PUR NS 119), Hawaii (33 PUR NS 161), Illinois (12 PUR3d 257), 
Kentucky (8 PUR3d 340), Montana (11 PUR3d 241), New Jersey (6 PUR3d 
249), New Mexico (62 PUR NS 8), Pennsylvania (20 PUR3d 303), Ver- 
mont (90 PUR NS 46), and Washington (98 PUR NS 12). 


Property Ownership Not Decisive 


A clear statement of the arguments against inclusion of property paid for by 
customers is contained in an opinion by Commissioner Hooker, of the Virginia 
commission, in the Rosslyn Gas Company case (3 PUR NS 61). The company 
as a condition of rendering service required the customer to pay a portion of 
the cost of service pipes, which the company must maintain and to which it 
claimed title. Commissioner Hooker said that inclusion of property in the rate 
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base might depend on ownership, bu‘ it seemed to him that injustice would be 
inevitable if any hard and fast rule were applied to all cases. 

He concluded that property for which consumers have paid, but to which 
title is or may be vested in the utility, should not be included; service connec- 
tions for which customers have paid should not be included, “irrespective of 
the question of ownership.” He cited numerous decisions in support of this 


conclusion. 


Property Ownership Controls 


The other side of the question is presented in New York judicial decisions. 
A state court ruled that the commission has no authority to deduct from the 
rate base sums advanced by consumers for extensions when title is in the public 
utility company. The source of the money used to purchase the property em- 
ployed in rendering service was said to have no bearing upon the right to com- 
pensation (15 PUR NS 32; 18 PUR NS 225). 

In z decision following the court opinion, the New York commission said 
that to compel the customer to pay for the privilege of becoming a customer, 
by including in the rate base property paid for by contributions, which property 
is not shown to be owned by the company, is inequitable and unjust. Interest- 
bearing advances by customers which are actually notes payable should not be 
deducted from the rate base, but noninterest-bearing advances by customers for 
extensions, to the extent that they are unrefunded, should be deducted if the 
company submits no documentary proof to establish clear legal title to the 
property (33 PUR NS 393). 

The New York commission, in the Staten Island Edison Corporation case 
(60 PUR NS 385), referred to its past decisions, stating that inasmuch as the 
original cost of the property included property purchased or constructed through 
the use of customer contributions, and as they represented no investment of the 
security holders of the company, the amount of these contributions would be 
deducted in determining the final rate base. The commission said that after 
the decision of the United States Supreme Court in the Detroit Edison Com- 
pany case (48 PUR NS 146), denying the right to base depreciation on con- 
tributed property, the commission had amended the Uniform Systems of Ac- 
counts which permitted utilities to charge to original cost the total cost regard- 
less of the source of the funds used and required that they show on the liability 
side of the balance sheet the amount which had been contributed to pay its cost. 
Under this practice, of course, the original cost of the property did not represent 
the investment made by security holders, and in order to obtain a true picture 
of their investment, the commission continued, it was necessary to subtract 
from the cost as shown by the books and records the amount of contributions. 
The net figure thus obtained would be the same as if the original cost of the 
property would be limited to what security holders of the company had pro- 
vided. 

In a Texas case it was ruled that extensions for which customers have made 
contributions are properly included when there is no obligation on the com- 
pany to refund any part of the contributions and the company has absolute 
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title to the property. The method by which the company acquires its property, 
it was said, is not determinative of whether it should be included in the rate 
base (20 PUR NS 89). 

The basis for the argument that customer contributions should be included 
in the rate base, if ownership is proved, is stated in the New Rochelle Water 
Company case decided by a New York court (15 PUR NS 32), where it is said: 
“The source of the money used to purchase the property employed in rendering 
service has no bearing upon the right to compensation for the service.” The 
court cited the decision in the New York Telephone Company case (PUR1926C 
740) in which the Supreme Court said: “Constitutional protection against con- 
fiscation does not depend on the source of the money used to purchase the prop- 
erty. It is enough that it is used to render the service.” 





Review of Current Cases 


Rate Increase Properly Denied for Failure to 
Submit Proof as to Return Requirements 


1 Vermont supreme court held that 
the commission had properly denied 
a requested telephone rate increase where 
there was a lack of affirmative proof that 
a 5.5 per cent return was inadequate to 
meet the company’s current capital de- 
mands. The company had declined an op- 
portunity to be heard on the subject of 
rate return justified by its intrastate in- 
vestment, on the ground that such proof 
was regarded as unnecessary in view of an 
agreement between counsel that the pro- 
posed increase was to be granted if the 
rate of return did not exceed 6 per cent. 

The record refuted the company’s 
claim of a stipulated agreement. More- 
over, controlling statutes indicated that 
the legislature did not contemplate the un- 
restrained elimination of critical and con- 
trolling issues without supporting proof, 
and did not commit the outcome of a con- 
tested rate litigation to the agreement of 
counsel. 

Costs of capital bear an importance 
equal to operating expenses, taxes, and 
depreciation in determining the proper 
rate of return, pointed out the court. Each 


forms a part of the current cost of sup- 
plying service. Each must be satisfied 
from current income. This vital ingredient 
to the company’s cause had been neglected 
and abandoned without reason, in fact or 
law, upon the unsound premise that such 
proof was unnecessary. Concurrence with 
such a view had not been expressed by 
either counsel for the public or by the 
commission. It had come about at the com- 
pany’s independent election. 

The justness of the return allowance 
had to be based upon present requirements, 
said the court. A fair return at one time 
may become unfair and unreasonable at 
a later time. Without supporting evidence, 
the commission was not at liberty to resort 
to previous rate proceedings in determin- 
ing a just and reasonable return for the 
present proceeding. 

Whether or not the commission had im- 
properly resorted to the comparison of re- 
sults produced by intrastate operations on 
the 1953 rate schedule to the interstate 
and company-wide results for the same 
period was immaterial, since the error was 
harmless. The comparison, however con- 
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sidered, could not supply the manifest 
shortage in the proof on the justness of 
either the intrastate return achieved or 
the intrastate return with which it was 
compared. The commission was not legally 
capable of adjudicating either the fairness 
of the return produced by the existing rate 
schedule or the proposed increase, since 
the company had not disclosed what net 
earnings were required of intrastate op- 
eration to support its proportionate share 
of the company’s capital structure. 


Adjustments to Test Period Figures 


The employment of a test period based 
on the utility’s most recent actual experi- 
ence requires proper adjustment for all 
known changes affecting costs and reve- 
nues in the immediate future, the court 


7 


pointed out. The commission had refused 
to accept estimates of reduced earnings of 
the utility by reason of wage increases, 
since favorable experience demonstrated a 
contrary effect. This was not error, held 
the court, since a forecast is not legally 
preferable to a survey, even though the 
survey was, of necessity, limited to a rela- 
tively short period. 

The evidence supported the commis- 
sion’s finding that while there had been 
wage scale adjustments and increased 
taxes and other expenses, the company’s 
increased revenues had more than offset 
such adjustments and expenses. Such find- 
ing was within the confines of statutory 
authority delegated to the commission. Re 
New England Teleph. & Teleg. Co. 136 
Add 357. 


“Normalization” of Income Taxes Upheld 
Along with Contract Rate Changes 


AY Indiana circuit court has upheld a 
commission decision (12 PUR3d 
509) granting Public Service Company 
of Indiana, Inc., an electric rate increase 
of $1,718,857. No issue of confiscation 
was raised, nor were the commission’s 
findings with respect to the rate base and 
the fair return requirement questioned. It 
was asserted, however, that the commis- 
sion erred in its judgment of revenue pro- 
ductivity of the company’s rate structure 
in effect at the end of 1955 (the date of 
the rate base), resulting in a finding of 
entitlement which will produce revenues 
in excess of the established fair return. 


Normalized Taxes 


Interveners protested the commission’s 
allowance of normalized federal income 
taxes. By taking accelerated depreciation, 
a part of the company’s normal tax liabil- 
ity has been deferred to later years. Pro- 
testants contended that such deferrals 
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should be included in earnings. They said 
the commission unlawfully allowed more 
than $2.5 million of deferred income taxes 
as a charge against net operating income. 

A witness for the company testified that 
deferred taxes, which must be paid in the 
future, should not be considered as income 
in the year of deferment. If they are 
treated as additional income instead of 
expense, he said, it will have the effect of 
giving a wind fall to present consumers and 
imposing a penalty upon future consum- 
ers. It will reduce current tax payments 
for present consumers and force future 
consumers to pay increased rates to cover 
larger tax payments. 

An opposing witness stated that ac- 
cumulations of contingent federal income 
taxes are not current or proper in de- 
termining income for purposes of rate 
making. He asserted that such accruals 
are too nebulous to be worthy of consid- 
eration for rate making. 
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The apparent purpose of Congress in 
permitting accelerated depreciation and 
amortization, said the court, was to en- 
courage expansion of industrial plant by 
making available increased accumulations 
of working capital in the form of deferred 
taxes. 

Placing tax accumulations as interest- 
free capital at the disposal of the com- 
pany effectuates the purpose of Con- 
gress. This is accomplished, for rate-mak- 
ing purposes, by the allowance of the de- 
ferrals as a charge against net operating 
income. The congressional purpose would 
be thwarted if the deferred taxes were 
required to be added to the company’s 
earnings, the court stated. The commis- 
sion’s ruling on this issue was therefore 
upheld. 


Contract Rate Changes 


Interveners complained that the com- 
mission had increased interutility con- 
tract rates for the sale of energy. They 
admitted that the commission had power 
to modify contract rates between utilities 
within its jurisdiction but asserted that 
the increase in this instance was arbitrary. 
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It was pointed out that the commission’s 
power to change contract rates, so as not 
to infringe upon constitutional require- 
ments, must rest upon the public welfare. 
Before the commission could modify a 
contract in this case, they contended, it 
was necessary to show that the fulfillment 
of the contract by the seller so burdened 
its plant capacity as to impair its obliga- 
tion to render adequate service to the pub- 
lic. The record contains no sufficient evi- 
dence of such a burden, they argued. 
Actually, the court noted, there was 
substantial evidence before the commis- 
sion pertaining to proper allocation of the 
rate increase among the several classes of 
customers. Based upon this evidence, to- 
gether with a finding that the reason for 
special classification of the contract rates 
no longer existed, the commission de- 
termined, as an equitable matter, that the 
purchasers under the contract rates should 
share in the rate increase so as partially 
to eliminate the burden upon other classes 
of customers. Its determination was not 
arbitrary. Public Service Co. of Indiana 
v. Indiana Pub. Service Commission, 
Cause No. 20041, December 19, 1957. 


Reserve Account Prescribed in Lieu of Surplus 
Account for Income Tax Deferrals 


HE Indiana commission has modified 

the procedure previously prescribed 
for accounting for federal income tax de- 
ferrals resulting from accelerated depreci- 
ation and amortization. Until this change, 
the commission has required the use of an 
account entitled “Appropriated Surplus 
Arising from Deferment of Federal In- 
come Taxes.” Under a new general order 
this account is discontinued. In its place 
the commission has directed the use of an 
account entitled “Reserve for Deferred 


Federal Income Taxes.”” The commission 
indicated that this change will be con- 
ducive to a more accurate accounting 
record. 

All utilities within the commission’s 
jurisdiction now having a balance in “Ap- 
proprated Surplus Arising from Defer- 
ment of Federal Income Taxes” is re- 
quired immediately to transfer such 
balance to the new reserve account. Re 
Accounting Procedures, No. 27527, De- 
cember 24, 1957. 
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Tax Effects of Accelerated Depreciation Normalized 
In Water Rate Proceeding 


LTON WATER CoMPANY, serving about 
14,000 customers, will file revised 
tariffs pursuant to an Illinois commission 
order authorizing increases sufficient to 
afford a rate of return of 5.6 per cent on 
a present fair value rate base. Through a 
witness, the company contended for a re- 
turn of 6% per cent, while objecting parties 
urged 5.3 per cent. In allowing 5.6 per 
cent, the commission indicated that it had 
considered current economic conditions 
and alternative investment opportunities, 
besides other pertinent evidence in the 
record. 


Income Tax Normalization 


Under a commission accounting order, 
income tax deferrals resulting from ac- 
celerated depreciation must be placed in a 
reserve and cannot be transferred to sur- 
plus or paid out in dividends. The ques- 
tion was presented whether these deferrals 
should be credited in the determination of 
present rates, leaving the deferred taxes 
to be paid by future ratepayers and thus 
conferring a benefit upon present rate- 
payers, or whether the benefit should ac- 
crue to the utility. In computing federal 
income taxes for rate-making purposes, 
the commission thought the normal rate 
should be allowed on the depreciable prop- 
erty of the company. 

It appeared to the commission that the 
purpose of the statute providing for ac- 
celerated depreciation would be defeated 
and a discrimination created by the treat- 
ment accorded regulated industries and 
nonregulated industries, if utilities were 
denied the same tax treatment that is al- 
lowed other concerns under the statute. 
When viewed in the light that these de- 
ferred taxes become interest-free funds 
for plant expansion, said the commission, 


FEBRUARY 13, 1958 


the ratepayers both present and future, re- 
ceived a benefit to the extent that the com- 
pany obtains the money free of any cost. 


Fair Value Determination 


In Illinois, rates are based on present 
fair value arrived at after consideration 
of reproduction cost, original cost, proper 
reserves for depreciation, work in prog- 
ress, materials and supplies, working 
capital, and going value. The commission 
noted that, in weighing these elements, it 
must be mindful of the value of the serv- 
ice to customers. 

The commission found that reproduc- 
tion cost new less depreciation was $6.5 
million and that original cost less de- 
preciation amounted to approximately $3,- 
513,000. It fixed $4.1 million as the pres- 
ent fair value of the properties, after 
allowing for working capital. 


Expenses 


The objectors contended that operating 
expenses should be based on an average 
of the operating expenses incurred for the 
last three calendar years. The commission 
rejected this method of determining future 
operating costs since it did not make 
proper adjustment for increased cost of 
labor and materials for the years prior to 
1956. Operating expense rounded for the 
calendar year 1956 was adopted for the 
purposes of this proceeding. 

Total costs of this case were estimated 
to be $45,000, which sum, after allowing 
for income tax savings, was permitted to 
be amortized by an annual charge not to 
exceed $4,300. The cost of setting up a 
continuing property record was allowed to 
be amortized by maximum annual charges 
after allowance for tax savings. Re Alton 
Water Co. No. 43950, December 18, 1957. 
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Accounting Authorized for Tax Results 
Of Accelerated Amortization 


bE ipo Colorado commission approved a 
procedure proposed by an electric 
company for accounting for the federal 
income tax results of accelerated amorti- 
zation of emergency facilities under § 168 
of the Internal Revenue Code of 1954. 
The procedure is substantially identical to 
that previously authorized for the com- 
pany with respect to accelerated deprecia- 
tion under § 167 of the code (12 PUR3d 
158, 163). The company proposed this 
accounting in order that income may be 
“normalized” and the deduction for in- 
come taxes may be equitably spread over 
the years of useful life of the properties. 
No rate-making issue was presented in this 
case; the requested authority was granted 
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the company for accounting purposes only. 

During the 60-month period of amorti- 
zation, the company was directed to charge 
to “Provision for Deferred Federal In- 
come Taxes” and credit to “Earned Sur- 
plus Restricted for Future Income Taxes” 
an amount equal to the difference between 
income taxes actually payable and those 
which would normally be payable. At the 
end of the amortization period, the in- 
crease in income taxes will be charged to 
the restricted earned surplus account until 
it is exhausted, with equal credits to “In- 
come Taxes Deferred in Prior Years.” Re 
Colorado Central Power Co. Application 
No. 15916, Decision No. 49297, Decem- 
ber 30, 1957. 


Normalization of Tax Effects of Accelerated Depreciation 
Denied in Electric Rate Case 


‘tp the tax liability for the test period, 
after appropriate adjustments to put 
it on a pro forma basis, should be allowed 
as an operating expense, the Missouri com- 
mission held in granting a rate increase 
requested by Missouri Power & Light 
Company. The commission asserted this 
position upon considering the benefits to 
be derived from the use of accelerated de- 
preciation and its many incidental uncer- 
tainties. The company’s contention that 
income taxes should be normalized on the 
straight-line basis to give effect to the 
congressional purpose of accelerated de- 
preciation was rejected. 

Commissioner McDonald, dissenting, 
expressed the opinion that the consumer, 
under the majority’s ruling, receives prac- 
tically all of the benefits from the income 
tax effects of accelerated depreciation. If 
the company is permitted to deduct from 
operating revenue depreciation expense de- 
rived only from straight-line depreciation, 


then it should be allowed to deduct in- 
come taxes based on the same depreciation 
rate, said this commissioner. 

He could see no advantage to the utility 
in applying accelerated depreciation if the 
tax deferrals are required to be passed on 
to the consumers. They would benefit from 
the company’s use of accelerated deprecia- 
tion even if normalization of income taxes 
were permitted, said Commissioner Mc- 
Donald, because the company would be 
able to use the deferred taxes interest free, 
resulting in less debt money and a con- 
sequent reduction in the revenue require- 
ment. 


Supply Contract Reasonable 


The company purchases power whole- 
sale from its parent corporation. At the 
contract price, the parent realizes a re- 
turn of 5.62 per cent on the net original 
cost of the facilities used in supplying the 
energy. The average cost to the buyer 
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under a demand charge and an energy 
charge during the test year was 7.12 mills 
per kilowatt-hour. Testimony indicated 
that the company could not generate at 
comparable cost the power it purchases, 
even if it had sufficient capacity. Nor could 
it procure it elsewhere at the contract 
price. 

The commission could find no basis 
for questioning the reasonableness of the 
contract. 


Working Capital and Other Items 


No allowance was made for cash work- 
ing capital since the company had a mini- 
mum balance of income tax accruals to 
provide sufficient cash to defray operating 


expenses. On the other hand, the commis- 
sion recognized a present contract com- 
mitment of the company to pay a wage 
increase, even though the increase would 
not become effective until several months 
after the end of the test period. Utility 
rates are not made for the test year but 
for the following year and thereafter, it 
was said. 


The proposed rates will provide a rate 
of return of 6.28 per cent on a net original 
cost rate base. This return was considered 
reasonable and the rates were approved. 
The commission also authorized the com- 
pany to simplify its tariff schedules. Re 
Missouri Power & Light Co. Case No. 
13,721, December 17, 1957. 


Producer Rate Fixed by Moneys Actually 
Changing Hands 


HE Federal Power Commission fixed 

the price for gas sold by Shell Oil 
Company to the Texas Gas Company at 
8.997 per Mcf at 15.025 psia, as of June 
7, 1954, the date the commission had been 
informed it had jurisdiction over rates of 
independent producers. Shell had con- 
tended that the rate should be higher since 
it had been escalated by Texas Gas’ pur- 
chase of gas at a higher price from At- 
lantic. The commission held that the gov- 
erning factor in determining Shell’s rate 
was the amount actually being collected 
which, as found, was 8.997. Furthermore, 


the commission determined that the charge 
was the same as provided in Shell’s 1951 
contract with Texas Gas, being of the 
opinion that the escalation clause in Shell’s 
contract was not “triggered” by Texas 
Gas’ agreement with Atlantic for increased 
rates dated February 17, 1954. The agree- 
ment with Atlantic did not constitute a 
new contract as required by Shell’s escala- 
tion clause, but merely represented action 
taken under a pre-existing contract be- 
tween Texas Gas and Atlantic. Re Shell 
Oil Co. Docket No. G-12191, November 
iz, 19357. 


Separation of Gas and Electric Properties in 
Holding Company System Approved 


ees Securities and Exchange Commis- 
sion approved a plan for the sale by 
Louisiana Power & Light Company of its 
gas utility assets to its newly formed sub- 
sidiary, Louisiana Gas Service Company. 
It also approved the issuance by the latter 
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company of unsecured notes and common 
stock in exchange therefor. The transac- 
tion constituted the first step by a com- 
bined gas and electric subsidiary to comply 
with an earlier order requiring divestment 
of the gas utility assets from the Middle 
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South Utilities holding company system. 


Fairness to Stockholders 


The persons affected by the plan were 
the security holders of Louisiana Power 
and its parent, Middle South. The com- 
mission pointed out that so far as the 
security holders of Louisiana Power were 
concerned their respective interests in the 
gas assets were changed in form only. In 
lieu of their existing ownership of the gas 
assets by way of their security interest in 
Louisiana Power there would be substi- 
tuted a promissory note and common stock 
of Louisiana Gas, which would own the 
same gas assets. Similarly, so far as the 
security holders of Middle South were 
concerned, their interest in the gas assets 
of Louisiana Power would be changed in 
form only. Consequently, the commission 
concluded that these security holders were 
not adversely affected by the transaction. 


State Commission Opposition 


Under § 10(f) of the Holding Company 
Act an acquisition of utility assets may not 
be approved unless all state laws have been 
complied with “except where the commis- 
sion finds that compliance with such state 
laws would be detrimental to the carrying 
out of the provisions of § 11.” In this case 
the Louisiana commission opposed the 
plan. It had adopted two resolutions, one 
prohibiting the change in the ownership 
of the assets of public utilities subject to 
its jurisdiction without its approval, and 
the other stating that separation of the gas 
properties from the electric properties 
would be unnecessary, uneconomical, and 
contrary to public interest. 


=e 


The Securities and Exchange Commis- 
sion observed, however, that even assum- 
ing that the Louisiana commission had 
jurisdiction under state law to pass upon 
the acquisition and sale of the gas proper- 
ties and that the state law precluded the 
separation of gas from electric properties, 
compliance with state law in this instance 
would bar compliance with its earlier 
order requiring divestment. Therefore, it 
rejected the Louisiana commission’s ob- 
jections on the ground that compliance 
with the state law would be detrimental 
to the carrying out of provisions § 11. 


Offer of Proof 


At the hearing the Louisiana commis- 
sion submitted an offer of proof that the 
proposed severance of the gas from the 
electric properties would tend to increase 
operating expenses. The Securities and 
Exchange Commission rejected the offer, 
however, on the ground that it was sub- 
stantially identical to that previously made 
by the state commission in connection with 
its petition for a reopening of the § 11(b) 
(1) proceeding and which had been de- 
nied. 

The commission concluded that the 
proffered evidence would have no rele- 
vance to the issues in the present proceed- 
ing, which relate to the compliance with 
the divestment order requiring separation 
of the gas and electric properties. Further- 
more, the commission said, it did not in- 
volve any questions as to the relative 
economy of combined and separate gas 
and electric operations. Re Loutsiana Gas 
Service Co. et al. File No. 54-221, Re- 
lease No. 13606, November 22, 1937. 


Legislative Declaration of Policy Does Not Justify 
Suspension of Action on Curtailment Application 


' | ‘uE New Jersey supreme court re- 
versed the action of the state board in 
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suspending proceedings relating to cur- 
tailment of railroad passenger service, in 


FEBRUARY 13, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


kke New York, S. & W. R. Co. (1957) 19 
PUR3d 409. The board had recognized 
the fact that a concurrent resolution 
adopted by the legislature did not have the 
status of a statute but considered it a 
formal declaration of policy to which the 
commission should give effect. 

The resolution, adopted by both houses 
of the legislature but not submitted to the 
governor, declared that the public interest 
required that there be no further curtail- 
ment of railroad passenger service pend- 
ing a report by the Metropolitan Rapid 
Transit Commission upon public necessity 
and convenience. 


Scope of Review 


The railroad, on appeal, agreed that 
the merits of its application were not be- 
fore the court for decision, yet the bulk 
of its attack appeared to involve the 
premise that it ultimately must prevail and 
hence delay in the final determination of- 


fended constitutional principles. The court 
said it would not pass upon the merits of 
the pending application before the board 
but rather would limit its consideration 
to the question whether the concurrent 
resolution or the board’s response to it 
justified the decision and order under ap- 
peal. 


Moratorium or Declaration of Policy 


The court said it was not concerned 
with whether the legislature might declare 
a moratorium upon proceedings before the 
board. It was perfectly clear that the con- 
current resolution was not an act of legis- 
lation. 

The Constitution prescribes the pro- 
cedure for the passage of “bills and joint 
resolutions.” The Constitution is silent 
with respect to concurrent resolutions, 
and as well with respect to the effect of a 
joint resolution. 

The court said it need not consider the 
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operative effect of a joint resolution when 
approved by the governor. This resolution 
was never submitted to the governor for 
his action. Except within the precincts of 
the legislature or perhaps where it acquires 
force by virtue of some specific statute, the 
court continued, a concurrent resolution 
is ordinarily an expression of sentiment or 
opinion, without legislative quality of any 
coercive or operative effect. 

Although in its brief the board alluded 
to the historical fact that its functions 
were once performed by the legislature it- 
self, and the board’s actions are generally 
regarded as legislative in nature, yet upon 
argument before the court it contended 
that it did not deem itself constrained to 
postpone a determination but rather con- 
cluded the postponement to be warranted 
by the public interest in the light of all the 
facts before it. It added that its action 
should be equated to a judge’s grant of 
postponement and should be disturbed only 
for a misuse of discretion. 

The difficulty with the board’s position, 
said the court, was that its decision and 
order did not reveal the exercise of dis- 
cretion. There were no findings to support 
a conclusion that the merits of the applica- 
tion should not or could not fairly be de- 
termined without consideration of the im- 
pact of the final report of the Metropolitan 
Rapid Transit Commission upon public 
necessity and convenience. On the con- 
trary, the board examined the concurrent 
resolution to ascertain the legislative will, 
and, upon finding it, ordered postpone- 
ment without more. 

The court said that at least in the ab- 
sence of a statute validly so providing, the 
legislature may not by concurrent resolu- 
tion control the exercise of a quasi-judicial 
function of an administrative agency and 
it is of no moment that the quasi-judicial 
role pertains to a delegated power which is 
legislative in nature. 
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Court Action Limited 


The court, however, would not grant a 
request by the railroad to hold that the 
board may not delay a determination to 
await the commission’s final report. The 
court could not see how it could, in the 
absence of the basic facts and the board’s 
findings thereon, with respect to the pos- 
sible impact of a rapid transit plan upon 
the issue of public convenience and neces- 
sity. 

The railroad urged that since its tracks 
would remain intact there could be no im- 
pairment of any proposed plan. Specula- 
tions as to available alternative services 
raised the question whether public neces- 
sity and convenience must be determined 


& 


upon the basis of existing facts. This ques- 
tion did not appear to have received de- 
liberate consideration in the state. The 
court could not think of any compelling 
reason thus to limit the inquiry; on the 
contrary, it said, good sense commanded 
that a reasonable estimate of the future 
be made. The court had no specific 
statutory expression in this respect and it 
decided that it should remand the matter 
to the commission. The court could not 
abstractly find that the anticipated report 
of the Metropolitan Rapid Transit Com- 
mission was wholly irrelevant. The board 
should consider that question in making 
its decision. Re New York, S.& W.R. Co. 
136 A2d 408. 


Board Not Bound by Agreement for Service Curtailment 


fhe New Jersey supreme court re- 
versed and remanded an order in Re 
Delaware, L. & W. R. Co. (1957) 19 
PUR3d 413, staying proceedings on an 
application for railroad service curtail- 
ment pending a final report of the Metro- 
politan Rapid Transit Commission. Re- 
versal was based upon reasons similar to 
those involved in the New York, Susque- 
hanna & Railroad Company case, dis- 
cussed above. The court further considered 
a request that it order the board to approve 
a revised schedule. 

This request was based upon two 
propositions: (1) the board is bound by 
an agreement between the railroad and an 
association and other municipalities; and 
(2) the basic facts pointed inexorably to 
a grant of the petition as amended, requir- 
ing that the court exercise original juris- 
diction. 

The first proposition was said to be 
without substance. Wholly apart from the 
express provision in the agreement con- 
ditioning its effectiveness upon approval 
of the board, the board could not be bound 


by the agreement. The duty to determine 
public necessity and convenience rests 
upon the board, and those who appear 
before it to oppose the application, even if 
accorded the status of parties to the pro- 
ceeding, cannot relieve the board of its 
duty by a stipulation with the carrier. This 
is so no matter how extensive may be the 
representation of commuters by the con- 
senting parties. 

With respect to the second proposition, 
the court said, the basic regulatory power 
was delegated to the board. The board ap- 
plies its experienced administrative judg- 
ment to the subject at hand. Its determina- 
tion carries with it the presumption of cor- 
rectness. On judicial review the court 
should not substitute its independent judg- 
ment for that of the board, but should 
confine itself to inquiry to the ascertain- 
ment of whether the evidence before the 
board furnished a reasonable basis for its 
action. The court, accordingly, would not 
consider the ultimate merits until the board 
should have acted upon them. Re Dela- 
ware, L. & W. Railroad, 136 A2d 413. 
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Gas Rate Increase to Offset Supplier Increase 


= Indiana commission authorized a 
gas company to increase its rates to 
offset an interim increase which had been 
granted its supplier by the Federal Power 
Commission. The commission retained 
jurisdiction, however, for the purpose of 
determining adjustments that might arise 
after final decision of the supplier’s case 


e 


by the Federal Power Commission. The 
company was directed to report any re- 
funds received from the supplier, at which 
time the commission would determine 
whether such refunded moneys should be 
retained by the company or refunded to 
customers. Re Hoosier Gas Corp. No. 
27130, July 19, 1957. 


Disclaimer of Commission Jurisdiction over Municipal 
Plant Rates Affirmed 


cere which was furnished 
water from a water system owned 
by a neighboring municipality filed a com- 
plaint with the New Jersey commission 
alleging that increases in rates were arbi- 
trary and discriminatory and should be 
set aside. The commission dismissed the 
complaint on the ground that it had no 
jurisdiction (18 PUR3d 161), and an ap- 
peal was subsequently lodged with the 
New Jersey supreme court. 

The court agreed with the commission. 
A statute conferring jurisdiction over all 
public utilities and including a corporation 
owning or operating a water system and 
defining a public utility, held the court, 
applies only to private corporations and 
not to municipal corporations. The com- 
mission, over a period of forty-six years, 
had consistently declined to regulate water 
rates charged by a municipality on the 
ground that it had no jurisdiction. Such 
interpretation was entitled to great weight 
if there was any ambiguity in the statute 
under which the commission operated. 


Statute Does Not Apply Retroactively 


Another statute, providing that any 
municipality acquiring a water distribu- 
tion system extending into a neighboring 
municipality shall furnish and supply 
water to the adjoining municipality for 
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such length of time and under such terms 
and conditions as ordered by the commis- 
sion, held the court, operated prospective- 
ly. 

It did not apply to municipal corpora- 
tions which acquired water systems sup- 
plying neighboring municipalities eight 
years prior to the enactment of the statute. 

The fact that language plainly import- 
ing a prospective application was dropped 
during revision of the statute did not re- 
flect a change in the legislative intent. A 
revision is not construed to alter pre-ex- 
isting law unless there is a clear indication 
that the legislature desires it to have such 
effect. 


Other Remedies Available 


Even though the municipality which 
operated the water system was not subject 
to commission jurisdiction, the court 
pointed out, an adequate system of statu- 
tory controls had been set up. Provisions 
existed whereby contracts for the sale of 
water to municipalities had to be approved 
by the state and the municipality in which 
the consumer resided. Such contracts 
could not extend for more than twenty- 
five years. Water furnished had to be on 
the same or as favorable terms and con- 
ditions as water furnished to dwellers 
within the supplying municipality. 
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Allegedly arbitrary water rates, more- 
over, could be reviewed by bringing an 
action in lieu of the former prerogative 
writ of certiorari. The court pointed out 
that it could not compel the commission to 
arbitrate a dispute regarding rates over 
which it did not have jurisdiction. Juris- 


= 


diction may not be conferred by consent 
on an administrative body. The duties of 
the commission are defined by statute, said 
the court, and cannot be increased except 
by legislative command. Borough of Glen 
Rock v. Village of Ridgewood, 135 A2d 
506. 


Employee Severance Protection within Jurisdiction 


HE California commission, in deny- 

ing a rehearing on an order (20 
PUR3d 100) authorizing transition from 
rail to bus service, and providing for em- 
ployee severance protection, held that it 
had authority to order such protection 
provided it kept within the authority con- 
ferred upon it by the legislature. Objec- 
tions on state constitutional grounds were 
held to be without merit since the legisla- 
ture has plenary authority to confer such 
powers upon the commission. 

Requiring an employer to provide rea- 
sonable employment protection is an in- 
separable part of the public interest, 
pointed out the commission, and does not 
constitute a labor controversy as that term 


HE United States court of appeals 

held that the Federal Communications 
Commission had erred in granting author- 
ity to a television network operator to sup- 
ply programs to a Mexican station without 
giving consideration to the character of 
the Mexican station’s programming. Al- 
though the commission does not have 
power to prevent the foreign station from 
broadcasting to an American city locally 
originated programs which might be ob- 
jectionable by American standards, the 
court pointed out, it does have the power 
to refrain from issuing a permit which 
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No Permit for TV Programming to Aid Objectionable 
Foreign Broadcasting 


is generally understood. Reasonable em- 
ployment rights must control, although 
contrary to a collective bargaining agree- 
ment between the employer and the em- 
ployee. 

If specific statutory jurisdiction to at- 
tach terms and conditions to grants of au- 
thority is nonexistent, such authority is 
implied and may be lawfully exercised. 
The action taken by the commission was 
held not to violate the National Labor Re- 
lations Act since the passenger operations 
involved were purely intrastate. Any ef- 
fect upon interstate or foreign commerce 
would be incidental. Re Metropolitan 
Coach Lines, Decision No. 54755, Appli- 
cation No. 37570, March 26, 1957. 


would give those programs a larger 
American audience. 

The court did not suggest that such pro- 
gramming imperfections as would militate 
against an American station applicant in 
a comparative proceeding were necessarily 
relevant in deciding whether a foreign 
station was to be permitted to affiliate with 
an American network. It held only that 
the commission could not altogether ex- 
clude from consideration such serious de- 
fects of the foreign station’s programming 
as would affect the public interest. 

The court also held that the commis- 
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sion was not required to consider the 
character of a 12 per cent stockholder in 
the corporation operating the television 
station when it determined whether the 
public interest would be served by allow- 
ing the television network programs to go 
to that station. Such stockholder, it was 
shown, did not participate in the manage- 
ment, operation, or control of the station. 

The court also affirmed the commis- 
sion’s action in holding that reliance by 
the network operator upon a judicial de- 
cision when it delivered films and kine- 
scopes to the station, without commission 
approval, after the commission had stayed 
the original ex parie grant of authority 
to supply programs to the station, did not 
effect a disqualification, 


Procedural Questions 


The court held that, although it had 
jurisdiction over an appeal taken from a 
commission order before the filing of a 
petition for rehearing, the taking of an 
appeal did not deprive the commission of 
jurisdiction over subsequently filed, timely 
petitions for rehearing. In such a case, the 
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proper course was not to dismiss the ap- 
peal, but rather, upon motion of any of 
the parties, to hold the appeal in abeyance 
pending the commission’s further proceed- 
ings. The record was to be kept open for 
supplementation to reflect those proceed- 
ings. The concept of an indivisible jurisdic- 
tion which must be all in one tribunal or 
all in the other may fit other statutory 
schemes, said the court, but not that of the 
Communications Act. Under the act, 
parties to commission proceedings have 
their choice whether to seek relief from 
commission action from the commission 
itself or from the court. As happened in 
the instant case, one party chose one 
tribunal and another party the other. The 
fact that both tribunals have jurisdiction, 
however, did not mean that they would 
act at cross purposes. The commission’s 
normal deference to the court as the re- 
viewing tribunal and the principle of 
judicial self-restraint could be relied upon 
to avoid unseemly conflict. Wrather- 
Alvarez Broadcasting, Inc. v. Federal 
Communications Commission, 248 F2d 
646. 


Local Taxes in Excess of Formula Allowance 
Ordered Passed on to Local Customers 


S° ‘THWESTERN BELL TELEPHONE Com- 
PANY was authorized by the Arkansas 
commission to pass on to local customers 
local special taxes imposed upon the com- 
pany in excess of amounts allowable as 
operating expense under a formula which 


the commission has prescribed. The 
amount of taxes to be absorbed by the 
company was determined by classes of cus- 
tomers and exchange groups, resulting in 
a tax per station ranging from 80 cents in 
certain groups to $1.07 in others. The 
amount by which local special taxes in any 
municipality exceed the tax per station 
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for its rate group was declared an excess 
tax to be passed on to local subscribers. 

Special taxes levied against the company 
by various cities and towns in the state 
ranged from nothing to $75,000 per year. 
No logical relationship between the 
amounts of such taxes could be discerned. 
Nor did the taxes in any way relate to the 
size of the municipalities or the number of 
telephones located in them. 


Discrimination Factor 


After rates have been fixed for a utility 
on a statewide basis, said the commission, 
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the imposition of a local special tax out of 
proportion to the amount of taxes con- 
templated to be raised by the tariff in ef- 
fect in the municipality results in unlaw- 
ful discrimination against customers in 
other areas served by the utility. The com- 
mission noted that such discrimination 
would likely become more serious. The 
only way to eliminate it is to pass on to 
local users any excess taxes that may be 
levied. Otherwise they would become a 
part of statewide operating expense 


= 


chargeable to customers outside the taxing 
jurisdiction. 

The commission made it clear that it 
did not purport to tell the cities and towns 
how large a tax they may levy against 
utilities serving within their boundaries. 
But it indicated that it would invoke its 
rate-making authority to eliminate dis- 
crimination resulting from wide disparities 
in local special taxes. Re Southwestern Bell 
Teleph. Co. Docket No. U-1281, January 
1, 1958. 


Corrective Measures Ordered for Railroad Nuisance 


£ Box California commission ordered a 
railroad to take certain corrective 
measures, after a hearing on a complaint 
of area residents that the nearby rail op- 
eration caused considerable noise, vibra- 
tion, smoke, dirt, and dust, and that, as a 
result, the residents and business people 
in the area had been disturbed and their 
properties had been damaged. Complain- 
ants alleged that the train operations con- 
stituted a nuisance, and they requested the 
commission to order corrective measures 
or direct the railroad to revert from diesel 
operation back to electrical operation. 


Jurisdiction of State Commission 


The railroad challenged the commis- 
sion’s jurisdiction over the length of 
trains to be operated, the type of motive 
power, and the type of freight cars to be 
used. The commission, however, held that, 
despite the fact that the railroad did con- 
duct some interstate commerce, its tracks 
did not leave the state, and the matter 
under consideration was one of local con- 
cern, well within its regulatory powers. 
In the absence of conflicting legislation by 
Congress, the commission pointed out, 
there is a residium of power in the state 


to make laws governing matters of local 
concern which may, nevertheless, in some 
measure affect interstate commerce, or 
even, to some extent, regulate it. 

The commission cited, as examples of 
such jurisdiction previously exercised, a 
general order prescribing minimum clear- 
ances on railroads. Likewise, it had a reg- 
ulation affecting the number of freight 
men required in the operation of freight 
trains. Specifically, it had previously or- 
dered the railroad to make improvements. 


Intercorporate Relationship 


The complaint was held to state a cause 
of action, although the motion to dismiss 
against the railroad’s parent company was 
granted. The evidence showed that the 
parent did not directly conduct operations 
of the rail lines in question. The commis- 
sion saw no reason to invoke a “common 
ownership” rule, or to consider an alter 
ego situation. The subsidiary was a cor- 
porate entity operating as a public utility, 
and able to respond to its lawful obliga- 
tions. IVestside Community Asso. et al. v. 
Southern Pacific Co. et al. Deciston No. 
55864, Case No. 5826, November 19, 
1957. 
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Other Recent Rulings 


General Overheads. In approving an 
unopposed telephone rate increase calcu- 
lated to yield a return of less than 3.06 
per cent the Missouri commission ex- 
cluded an allowance for general overheads 
in the absence of evidence showing that 
such costs had been capitalized in the past. 
Re Farmers Mut. Teleph. Co. Case No. 
13156, November 15, 1957. 


Transit Service Abandoned. The Colo- 
rado commission authorized the virtually 
insolvent Pueblo Transportation Compa- 
ny to abandon transit operations, upon 
evidence of sustained heavy losses and 
fruitless efforts to improve net earnings, 
recognizing that a rate increase would 
probably reduce revenues rather than in- 
crease them. Re Pueblo Transp. Co. Ap- 
plication No. 15920, December 23, 1957. 


Service Obligation. Under an implied 
contract wherein an electric company 
agreed to provide a consumer with reason- 
ably adequate and continuous service, the 
company was bound to furnish the amount 
of power which, at the time of the con- 
tract, the company knew would be re- 
quired by the consumer, if in the exercise 
of reasonable diligence it could do so 
without discriminating against other 
consumers, according to the supreme 
court of Minnesota. Lund v. Village of 
Princeton, 85 NW2d 197. 


Railroad Agency Closed. In authoriz- 
ing a railroad to close an agency station 
and substitute a caretaker where but little 
use was made of the agency, resulting in 
a substantial loss to the company, the 
Missouri commission pointed out that the 
decisive question was the public need for 
the service and not merely the fact of an 


operating loss. Re Wabash R. Co. Case 
No. 13,758, December 20, 1957. 


REA Financing. The Illinois commis- 
sion authorized a telephone company to 
borrow not to exceed $376,000 from the 
Rural Electrification Administration at 2 
per cent interest and to issue a relatively 
small amount of common stock, all of the 
proceeds to be applied to the acquisition 
of property and to plant improvements. 
Re Inland Teleph. Co. No. 44317, Decem- 
ber 18, 1957. 


Passenger Train Discontinued. The II- 
linois commission authorized a railroad 
to discontinue operation of a passenger 
train between two cities where heavy out- 
of-pocket losses had been sustained from 
its operation, the need for effecting econ- 
omies on the railroad as a whole had been 
shown, and complete and adequate service 
of all of the stations served by the train 
was being met by a companion train. Re 
New York C. R. Co. No. 44403, Novem- 
ber 19, 1957. 


Discontinuance of Passenger Trains. 
The New York commission authorized 
the discontinuance of several passenger 
trains serving the city of Troy, upon a 
showing of very meager public use of the 
trains with a resultant heavy loss to the 
owners. Re New York C. R. Co. Cases 
18558-18561, December 27, 1957. 


Transit Operating Ratio. Upon a show- 
ing of diminishing patronage and rising 
costs, the Illinois commission granted a 
transit company a rate increase calculated 
to result in an operating ratio of 92.71 
per cent. Re Danville City Lines, Inc. No. 
44518, December 18, 1957. 
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ANCHOR AWEIGH 


There is an ever increasing demand 
for power in its most useful form. 
The immediate demand stems from 
electric utilities, in the United States 
and elsewhere. Therein lies a barom- 
eter of progress, of a national and 
international economy. In short, 
people are living better today, and 
living better electrically. Anchor 
Metals, Inc., supplies the need for 
useful power. Directly. By service, 
and by engineering specialization in 
the needs of the electric utilities. The 
company’s transmission towers range 
from the ice-locked sweeps of Alaska, 
course and criss-cross the United 
States, forest the ranges of Mexico, 
reach to Israel. This, in a sense, is 
Operation Enlightenment. Since 1953 
the company has quadrupled its pro- 
duction rate and heavy equipment, 
more than doubled the number of 
employees. Therein lies another ba- 
rometer — progress in business is 
predicated on quality of service. 





At Anchor, quality is the slide rule 
of every operation. 
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lectrical t issi ° i 
DESIGN Electrical ransmission towers switchyard structures 
steel distribution requirements 


DETAIL 
Along with galvanized steel, aluminum and other metals 
i eeW Lele: Vem mela are fabricated. Designs for economy are full-scale tested 


before field use. Fabricating steel in transit permits com 


GALVANIZING petitive delivery throughout the U.S. Anchor Metals, Inc., METALS 


has pioneered the fabrication of aluminum in transit. 
INC. 
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Industrial Progress 


13,380,000 Program Planned 
By U. G. I. 


PROXIMATELY — $13,380,000 
Ibe spent in 1958 by The United 
s Improvement Company for the 
pansion and improvement of facili- 
sto meet the constantly increasing 
ands by its customers for utility 
ice, according to an announcement 
nde by I:. H. Smoker, U. G. I. presi- 
nt. This amount will be divided al- 
gaest equally between its gas and elec- 
¢ properties but does not include the 
penditures which will be made by 
p Philadelphia Gas Works Division 
U.G. I. in its capacity as the opera- 
of the gas supply facilities of the 
y of Philadelphia. The major por- 
n of the expenditures will be used 
r increased plant capacity, new 
bins and services to supply the re- 
irements of existing and new cus- 
ers, and the providing of addi- 
nal tie-ins with the natural gas lines 
bm which U. G. I. obtains its natural 
supply. 
All of the areas in which U. G. I. 
erates, Mr. Smoker stated, have 
own sul)stantial growth in the past 
V years, with accompanying in- 
rased demands for utility service. 
1957 «lone sales of gas increased 
most 3- per cent over last year, due 
‘to the growing use of gas 
« heating, and an increase of 
nt over 1956 in the sales of 
industrial customers. 
> nuch of the monies to be 
\. G. I’s four gas divisions 
« augment the existing gas 
iil systems and to provide 
facilities to supply antici- 
business in all its service 
of the largest single ex- 
**, according to Mr. Smoker, 
“a new 12 in, high pressure 
tic-in with the Texas Eastern 


ry 
s 


one-half of the total of $13,- 


380,000 will be spent by U. G. I. in its 
Luzerne electric division. The prin- 
cipal expenditure there will be for ad- 
ditional electric generating equipment 
needed to take care of immediate 
and anticipated future demands for 
service. 


Southern System Plans to Spend 
$500,000,000 in 3-Year Period 


DIRECTORS of The Southern Com- 
pany recently approved a $155,000,- 
000 construction program for 1958. 
It is the largest program in the his- 
tory of the Southern system. The 
money will be spent for its system 
companies: Alabama Power Com- 
pany, Georgia Power Company, Gulf 
Power Company, Mississippi Power 
Company and Southern f'ectric Gen- 
erating Company. 

Southern system forecasts indicate 
a three-year construction program of 
$500,000,000 during the years 1958- 
1960. Since 1927 the rate of growth in 
the system companies’ energy require- 
ments has been slightly over 8 per 
cent a year compounded annually, 
equivalent to a doubling of the load 
every nine years, 

Generating units to be installed dur- 
ing the next three years on the South- 
ern Company system total 1,250,000 
kilowatts. They are as follows: 

Alabama Power Co., Gorgas Plant 
#9, 165,000 kilowatts, May, 1958. 

Georgia Power Co., Plant Yates 
#5, 125,000 kilowatts, May, 1958. 

Georgia Power Co., Plant Mc- 
Manus #2, 75,000 kilowatts, April, 
1959, 

Alabama Power Co., Barry Plant 
#3, 225,000 kilowatts, May, 1959. 

Gulf Power Co., Plant Crist #4, 
75,000 kilowatts, May, 1959. 

Georgia Power Co., Oliver Dam 
(units 1-4) 60,000 kilowatts, May- 
July, 1959, 

Mississippi Power Co., Gulf Coast 
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Plant #2, 75,000 kilowatts, May, 
1960. 

Southern Electric Generating Co., 
#1 & #2, 450,000 kilowatts, April & 
July, 1960. 


1957 NACE Award Goes To 
R. J. Kuhn 


THE 1957 NACE Frank Newman 
Speller Award will go to Robert J. 
Kuhn, for more than 30 years cor- 
rosion engineer for New Orleans 
Public Service Inc., New Orleans, 
Louisiana. 

The award will be presented during 
the annual banquet of the National 
Association of Corrosion Engineers, 
Wednesday, March 19th at San Fran- 
cisco. The banquet will be held dur- 
ing the NACE 14th Annual Confer- 
ence and Exhibition, March 17-21, 
1958, 

Mr. Kuhn, among the early mem- 
bers of NACE, has been occupied 
since his graduation from Tulane Uni- 
versity in 1923 with the corrosion 
problems of New Orleans Public 
Service Inc. These involve under- 
ground gas, electric and water lines, 
telephone and telegraph cables and 
other underground structures. He also 
has worked on stray current problems 
associated with the electric railway 
system in New Orleans. 

When natural gas was brought to 
New Orleans in 1928, Mr. Kuhn was 
responsible for coating and applica- 
tion of cathodic protection to steel 
mains from 2 to 20 inches in diameter. 
This cathodic protection, using stray 
current from electric railway returns 
and rectifiers, was among the first ap- 
plied to like systems in the United 
States. 

Among other things he has been 
consultant for numerous oil and gas 
companies and utilities and has writ- 
ten and presented scores of technical 
papers on corrosion control. 


(Continued on page 30) 





3 feet of frost... 
trench 5 feet deep... 
30 inches per minute 


CLEVELAND TRENCHERS, like Sunberg Well Company’s 
Model 110 working here on the installation of 38,000 feet 
of 4-inch main in tough frost digging in DeSoto, Iowa, 
have for over 25 years delivered more trench . . . in more 
places . . . at less cost. 





Clevelands are built by The Pioneers of the Modern 
Trencher, originators of every important trencher design 
feature. There’s a Cleveland for every trenching job and 
you'll find them working everywhere, giving good reliable 
production on tough jobs as well as easy ones—and doing 
it for year after year. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE + CLEVELAND 17, OHIO 





Everywhere 
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(Continued ) 


New York State Natural ¢ 
Plans $12,000,000 Outlay i 
1958 


NEW YORK State Natur: Gas 
poration (Pittsburgh, Pa.) plang 
investment of nearly $12,000,000 
additions and improvemeiits dy 
1958. The firm wholesale: gas to 
major distributing cor:panies 
Pennsylvania, New York and Q 
who serve a total of approxima 
1,120,000 consumers. 

Among the major projects to 
included are the drilling of 38 q 
wells; re-drilling and re-conditio 
19 wells for storing gas '» the cq 
pany’s Woodhull storage pool 
Steuben County, N. Y., along 
the laying of lines and insiallatio 
gas compression engines ; replace 
of 20-inch pipe with 30-inch pipg 
a 12-mile section of the line betw 
Boom compressor station near 
renceville, Pa., and the Ithaca, N, 
station; replacement of {3 miles 
12-inch pipe with 20-inch line betw 
Harrison and State Line stations 
Potter County, Pa. 

New York Natural’s 1957 sales 
ume was 141.7 billion cubic feet 
gas. The 1956 figure was 131.9 bill 
feet. 

Fenton H. Finn, president of 
firm, said, “The substantial increas@ 
gas sales volumes realized in 19 
compared with 1956 is anticipated 
continue for the next few years, Es 
mates received from our custom 
who obtained substantially all of 
natural gas supply from New Yq 
Natural show that our sales volun 
are expected to increase about 101 
lion cubic feet for the next two ye 
and about seven billion cubic feet 
the following three years, or ana 
age of 8.6 billion per year. This rep 
sents an anticipated increase in 8 
by New York Natural of appro 
mately 42 per cent by the end off 
five-year period.” 

As part of its 1958 construct 
program to extend storage facili 
throughout its system, New Ye 
Natural will drill, re-drill or re-cd 
dition 40 wells, lay 12 miles of pi 
line and complete installation of g 
compressor engines with a total of 
100 horsepower. 

The company’s 1957 plant consti 
tion budget was nearly $14 million. 

New York State Natura! Gas 
poration is a_ subsidiary of UW 
solidated Natural Gas Company 
New York. 

(Continued on 


page 32) 
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: PROTECTING YOUR METER INVESTMENT... 





£2.65 


Capertee REAR ie Telee ee: 








NO FAILURES 
IN 8 MILLION 
METERS 


proves perfect reliability 
of magnetic suspension 


In over 8 million watthour meters in 
service, not one of these magnetic 
suspension systems has ever been 
replaced because of wear. General 
Electric’s unique magnetic suspen- 
sion system gives virtually friction- 
less meter performance by floating 
the disk and shaft in a magnetic field. 
This means that in General Electric meters you get the 
bonus of complete freedom from bearing replacement 
costs and the bonus of greater sustained accuracy. In 
fact, after a total registration of 300,000 kilowatt hours 
under test, meters with magnetic suspension showed 
no measurable wear, and had substantially greater 
sustained accuracy than meters with conventional ball 
bearing systems. These are some of the reasons why 
General Electric meters give you ‘“‘service-proved” 
bonuses in economy and accuracy. General Electric 
Company, Schenectady 5, New York. 628-2A 


Progress /s Our Most /mportant Product 


GENERAL @ ELECTRIC 
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$130,000,000 Program Planned 
By Southern Cal. Edison 


SOUTHERN California Edison 
Company expects to install about 65,- 
000 new electric meters this year, ac- 
cording to Harold Quinton, president. 
To provide for these new customers 
and build ahead of mounting elec- 
trical demands, the company has 
budgeted approximately $130,000,000 
for construction and plant expansion 
during 1958. 

Of this amount, approximately 
$40,000,000 will be spent to add 865 
miles of new distribution and trans- 
mission power lines to the system, he 
reported. 

Sometime this summer the company 
will complete the first 200,000-kilo- 
watt unit of a new steam electric gen- 
erating station at Huntington Beach 

and about the end of the year a 
second unit of the same size will go 
into service. 


Of equal size will be two more new, 


units now under construction at Man- 
dalay Beach, near Oxnard. Mandalay 
Unit No. 1 is scheduled for comple- 
tion in May of 1959, and the second 
unit is to go “on the line” in the fall 


of that year. Edison is investing $58,- 
000,000 in the Huntington Beach 
project, and $57,000,000 at Mandalay, 
it was announced. 

Hydroelectric power is being ex- 
panded, also. Work is beginning on 
the $49,600,000 “Mammoth Pool” 
project in the High Sierra, requiring 
construction of one of the biggest 
earth-fill dams in the world—950 feet 
long and 330 feet high. A tunnel eight 
miles long and 20 feet in diameter will 
be dug to carry San Joaquin river 
water from the storage reservoir, with 
a capacity of 123,000 acre-feet of 
water, to the powerhouse. Edison ex- 
pects to complete this project in time 
to catch the spring run-off in 1960. 

Mr. Quinton said $19,000,000 will 
be spent in 1958 to build seven new 
substations. 

So rapidly is the company’s expan- 
sion progressing that it will have in- 
vested 4 of a billion dollars in the 
three-year period 1957-1959, Quinton 
stated. Edison’s total plant investment 
now stands at more than $1,125,000,- 
000. 

It took 34 years for Edison to in- 
vest its first $4 billion Quinton pointed 
out, 21 years for the second $4 bil- 


lion and five years for the final { 
of a billion dollars. 


Peninsular Telephone Repo 
Record Expansion in. 1957 
“GROWTH and expansio of Pe 


sular Telephone Compan: continfi'”: 


at a rapid rate through {''57.” ¢ 
pany President Carl D. ’-orein 
in a year-end statement. °o enl 
and improve service th: com 
spent approximately $22, 30,000 


gross additions, or almost °:11,000™: 


working hour. 


The number of telephores in sa 


ice increased 35,800 for 
total of approximately 327, 


new buildings were starts: 
pleted and an additional 1, ! 48 pers 


were given employment with the cq "™- 


any. 
A total of 17,976,446 loug dista 
calls were placed from this area d 
ing the year, an increase of 23 
cent over 1956. During the year, 
switchboard positions and 340 | 
distance circuits were added, 
Besides the new buildings 
pleted or under construction in 1 
substantial additions were made 





American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 


a more equitable return. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 








weeks. 


scription $10. 











P.U.R. QUESTION SHEETS 
an educational opportunity 


With the least possible expenditure of time, effor 
and money, utility executives, lawyers, accountants 
engineers and others interested in any phase of pub 
lic utility regulation can keep well informed throug 
these brief, four-page leaflets issued every two 


They consist of 10 questions and 10 authoritative 
answers based on current decisions revealing cou 


and commission views pro and con. Annual sub 


Send your order to 


PUBLIC UTILITIES REPORTS, IN”, 
Suite 332, Pennsylvania Bldg. 
425 13th Street, N. W. 
Washington 4, D. C. 
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count for more than $5,000,000. These 
projects include a 115,000 volt line in 
Cochise County and a 230,000 volt 
line in the northern area of the state. 

New and improved electric dis- 
tribution facilities will cost in the 
neighborhood of $13 million. 

Natural gas service facilities will 





» buildings, One new office was 
ned, 2vother remodeled, and a 
ve three-story building was leased 
Tampa for expansion of Penin- 
uarters’ operations. 






One-Man Trencher 


ic * Ar-s Corporation, New Hol- bios led G : . 
| . ar. age hag ir also be expanded, Gas main exten- 
ny eC in, Wis., announces the develop- “.°" © = anette r ra 
Con ; .’ new, one-man operated S!0NS, new gas services, main replace- 
fey the Arps Trench-Devi], ™ents and other improvements to 
rorein lhe compact new trencher facilities will account for more than 
7 be ideal for gas or water $33 million. Largest single item in the 
Y » trencing, electric cable installa- 84S System CORSEFUCHION PrOgraE, i 
" dicating the population growth ex- 


|jcphone installations, lawn 
ystems, and similar light 
g jobs. One man can trans- 
» Trench-Devil to the job site, 
from a truck, complete the 


new gas services and mains to connect 
more than 12,000 new customers. 


G-E Appointments 


GENERAL Managers have been ap- 
pointed for both the Gas Turbine De- 
partment and the Small Steam Tur- 
bine Department of the General Elec- 


» Trench-Devil digs a trench 
in. wide, up to 20 in. deep, At the 
in. depth digging speed averages 
ft. per minute; a 12 in. depth in- 












ig distageases digging speed to 15 ft. a tric Company, it was announced re- 
area dgmnute cently by William S. Ginn, vice presi- 
» of 23 To operate the Arps Trench-Devil, dent and general manager of the Tur- 
he year, operator pulls out a cable wound _ bine Division. 
d 340 l@ound a winch drum on the machine, Lewis J. Burger was named to the 
ed, boks the cable to a stake inserted in post at the Gas Turbine Department 


in Schenectady, N. Y., and John P. 
Keller to the position at the Small 
Steam Turbine Department in Fitch- 
burg, Mass. 


VEPCO Spent $60,000,000 
On New Facilities in 1957 
ERWIN H. WILL, president of Vir- 
ginia Electric and Power Company, | 
reported recently that approximately | 
$60,000,000 was spent in new facili- 
ties in 1957. | 
A steady growth in customers dur- 
ing 1957 added 19,270 electric and 
2,700 gas customers, for a total of 
more than 795,000 customers at the 
end of the year. | 


e ground at the required distance 
hind the trencher and lowers the 
om to the desired depth . . . then 
ks it in position, Turning a hand 
hnk at the top of the unit winds the 
ble on the winch, pulling the entire 
it along the correct direction of 
vel. 

Additional information on the Arps 
rench-Devil may be obtained by 
riting to the Arps Corporation. 












Arizona Public Service Has 
$200,000,000 Program 

E first link in a 5-year $200 mil- 

n expansion program was forged 


—o 


througigeently v hen Arizona Public Service 
aa mpany's board of directors ap- Ebasco Seminar on Safety 
ay oved expenditure of more than 


The 11th annual Ebasco Seminar | 
on Public Utility Safety will be held | 
ebruary 24th through March 7th in | 
New York City. The Seminar will be | 


(00 for power plants and elec- 
satural gas lines and facili- 
zhout the company’s serv- 





luring 1958, according to c 

9 COMM Jac bs, chairman of the utility’s jointly sponsored by the Safety Staff | 
al submpard, “ of Ebasco Services Incorporated and | 
Larges: single item in the budget tie Center for Safety Education of | 

the $7.900,000 that will be spent New York University. Executives 

is year for major construction on iesponsible for safety in 20 different | 
company’s Ocotillo power plant. companies from the United States | 

0 be lovated near Tempe, the new and Latin America are expected to | 

tric generating plant is expected attend. | 

5 cost n- arly $30,000,000. In addition to classes on safety | 
More tian $1,000,000 will be spent problems and techniques, the Seminar | 

ting 1958 on its Yucca power plant covers such subjects as improved su- | 


pervision methods, the psychology ot 
human relations and effective public 
speaking. Field trips are scheduled to 
utilities and other organizations in 
the New York area. 


a which is being built in con- 
_ with California Electric 
Company. 

¢s for transmitting electric 
Wer to «listribution points will ac- 





| 
| 


pected, is the $2 million budgeted for | 









for only 7% 
































































Adequate pole inspection means 
digging all the way around to get 
right at the point of critical decay. 
We can SAVE most of your old 
poles for 7% of their replacement 
cost. This means a HUGE SAV- 
INGS to your organization as well 
as increased safety for your own 
oxo} o) Cmmcvele Mmeroveleteltt is aie) ata slr 
for your customers. 

We have inspected and treated 
over 4,000,000 Utility Poles since 
1938 and have a long list of satis- 
fied customers. Write us a short 
letter for a 16-page fully illustrated 
booklet that gives you all the facts. 
No salesman will call on you until 
you wish. 


CD Sey FT LD > I= 






























Complete line of wood preservatives 
and services 













PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulatio:— 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparatin 
have been given attention. “Preparing for the Utility R ste 
Case” is a compilation of experiences taken from the reco:ds 
of actual rate cases. It has required two years of resear h, 
study and analysis, conducted by Francis X. Welch, Ediior 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid end 
cooperation of selected experts, te complete this treatise. 
The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
allorneys, accountants, consultants, regulatory coin. 
missions, rate case protestants, and, in fact, to all persuns 
engaged in or having an interest in rate cases. 
Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


© simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


& aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 


—all of which are in the public interest. 


320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 


The Mechanics of Rate Case Preparation The Rate of Return 
Proof of the Rate Base Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


PUBLIC UTILITIES REPORTS, INC.. Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











NDUCT OF THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL.B., LL. M. 


HIS is the companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
those procedural matters which come after the preparatory stages of the rate case. It presents for the 


time the practical problems of conducting the case— 


® filing the application 
» introducing the evidence 
® examining the witnesses, etc. 


fact, it explains the time-saving and effective ways of making the 
p-by-step progress toward the rate decision, including information 
herning the requirements for appeal and review. 


Nowhere in the literature of regulation will you find, in rela- 
ly small compass, a comparable exposition and guide. 


Here are the chapter headings: 


Assisting In The Rate Case Preparation 
The Formal Approach To The Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing The Testimony 

Parties—Rate Complaints—Investigations 
Negotiations Before Ilearing—Prehearing Proceedings 
Setting and Opening The Ilearing 
Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 


The Case for Complainants 
or Rate Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Arguments, Briefs 
ancl Decisions 


Appeal and Review 


“Conduct of the Utility Rate Case,” like its companion, is designed not only to aid both 


ate-case practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


onnec:ion with a rate case. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 











Twofold Benefits From The 


Analysts Journal 


7, %cs timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 
New York 22, N. Y. 


Gentlemen: 


() Please enter my subscription for one year at the subscription rate o{ 
$5.00—United States; $5.50—Canada. 


(C) Please send me your advertising brochure. 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














DAY & ZIMMERMANN. INC. 
ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











*% Standby 
* Augmentation 
%* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


DRA KE & TOWNSEN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 


' 4 ¢ © @:8 © 





Ft Ford, Bacon & Davis 
So sucre" Magineene °gsstees2" 


NEW YORK @ CHICAGO @ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





GIBBS & HILL, inc. 


Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


© WASHINGTON © PHILADELPHIA @ NEW YORK 


G (=) GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
MYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














GuSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of — 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE . COLUMBUS, OHIO 











Mention the FortNicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
JENSEN, BOWEN & FARRELL 


ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 














See Huljian loyporalion 

t 

i, Co on, on on 2 ae . CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR smameceten 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 











MIDDLE WEST SERVICE ' COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
oO ization ¢ C Practices * Accounting * Budgeting ¢ Financing * Taxes * Stock Transfer * A i ° E 


Analysis ¢ Cost of Money Studies * Depreciation Studies * Engineering * System Planning © Industrial Engineering New Paco © Rates © Pricing 
Soles ond Marketing © Safety * Insurance * Pensions ¢ Employee Welfare * Public Relations * Advertising * Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 


») 











Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS iH ACCOUNTING, FINANCING, RATES, 
PURCHASING ; INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 


CONSTRUCTION ¢ REPORTS & 
SURVEYS 


NEW YORK 











(Professional Directory Continued on Next Page) 
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(continued) 





Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 











DESIGN «© CONSTRUCTION 
Stee VW EDSTCE geronrs « arrnaisacs 
ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 
wha Gola Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles NYoruae eo Toronto 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publish f th " -old 
DESIGN—SUPERVISION HANDY- WHITMAN INDEX 
li ili 
REPORTS—VALUATIONS Beg Fry 
Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

: . - Public Utility Valuations, Reports and 
Topographic and Planimetric Maps ci Pus 
Mosaics, Plans & Profiles for all Original Cost Studies 

Engineering work. 910 Electric Building Indianapolis, Ind. 

Abrams Bidg. Lansing, Mich. 


Abram</Aerial Survey 
Laporation 























BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


Engineers - Architects - Consultants 


KANSAS CITY, MO. CONSOLIDATED 


P. O. Box 7088 GAS ANnp SERVICE CO. 
Phone: DElmar 3-4375 327 So. LaSalle St., Chicago 4, Ill. 
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PROFESSIONAL DIRECTORY (concluded) 





ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 








J. F. McMAHON ASSOCIATES, INC. 


Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 














FRANCIS S. HABERLY 


Valuation—Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 














JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil © Nuclear ¢ Architectural 
% 


" 
eusuco™ FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





A. S. SCHULMAN ELECcTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S. MICHIGAN AVE., CHICAGO, ILL. 





Los Angeles Tampa 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








The R.W.STAFFORDCO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


332 Pennsylvania Building 
Washington 4, D. C. 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 





St. Louis ° San Francisco ° Washington 





Mention the FortNIiGHTLY—It identifies your inquiry 








VARY 13, 1958—PUBLIC UTILITIES FORTNIGHTLY 


















INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready | 
ence. Their products and services cover a wide range of utility needs. 


Abrams Aerial Survey Corporation 

*Allen & Company ... 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Telephone & or Company 
*AMP Incorporated 

Analysts Journal, The 

Anchor Metals, Inc. 


B 
Babcock & Wilcox Company, The . 
Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. ...... 
Burns & McDonnell Engineering Company ...... 


c 


Carter, Earl L., Consulting Engineer 
*Cating Rope Works, Inc. . 

Cleveland Trencher Company, The 
Columbia Gas System, Inc., The 
Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. .. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Company, Inc. 27 
Dodge Division of Chrysler Corp. 9 
Drake & Townsend, Inc. ...... 


*Eastman Dillion, Union Securities & Company ..... 
*Ebasco Services Incorporated 
Electro-Motive Division, General Motors . 


F 


*First Boston Corporation, The 
*Fish Service Corporation ....... 
Ford, Bacon & Davis. Inc., Engineers 


G 


Gannett Fleming Corddry and saci eee 
Gay Adventure, The .. 
General Electric Company Inside Front Cover, 31 
Gibbs & Hill, Inc., Consulting Engineers 

Gilbert Associates, Inc., Engineers 

Gilman W. C., & Company, Engineers ............. . 
*Glore, Forgan & Company Kis 


Haberly, Francis S., Consulting Engineers 

*Halsey, Stuart & Company, Inc. .................... 
*Harnischfeger Corporation 

*Harriman, Ripley & Company .... 

Harza Engineering Company 

Hirsch, Gustav, Organization, 

Hoosier Engineering Company 


*International Business Machines Corp. 
*International Harvester Company, The 
Irving Trust Company 


Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers ... 
*Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 


K 
Kellogg, M. W., Company, The ... 
Kerite Company, The 
*Kidder, Peabody & Company 
*Kuhn Loeb & Company 
Kuljian Corporation, The 
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*Langley, W. C. & Co. 

Leffler, William S., Engineers Associated . 
ee ee eee : 
*Loeb (Carl M.) Rhoades & Co. ..... 
Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers . 


M 
*Main, Chas. T., Inc., Engineers 
*Marlow Pumps Division of Bell & Gossett Co. 
*McCabe-Powers Auto Body Company 
McMahon, J. F. Associates, Inc. 
*Merrill Lynch, Pierce, Fenner & Beane .......... 
Middle West Service Company 
Miner and Miner 
*Minnesota Mining & Mfg. Company ........... 
*Morgan Stanley & Company 
*Morysville Body Works, Inc. ................. 
*Motorola Communications & Electronics, Inc. . 


*National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co. .. 


*Nuclear Development Associates, Inc. 
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Osmose Wood Preserving Co, of America, Inc. 


*Pacific Pumps, Inc. 

Pioneer Service & Engineering Company 

emg Testing Laboratory ................ 
Porter, H. K., Company Inc., Delta-Star Electric Division 


Recording & Statistical Corporation 
Remington Rand Div. of _—* Rand ee ieee 
Robertson, H H., Company . a ee 


s 
Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers ............. 
*Smith, Barney & Company 
*Southern Pipe Coating Company 
*Sprague Meter Company, The 
Stafford, R. W., Company, The, Consultants ...... 
Stone and Webster Engineering Corporation 
Sverdrup & Parcel, Inc., Engineers ................ : 


*Texas Eastern Transmission Corporation ......... 


*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 

Whitman, Requardt and Associates 


Y 
*Yawman and Erbe Mfg. Co. ..............--50055 
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—Kerite’s the answer. For Kerite’s wide range of cable types 
combines the latest techniques, materials and engineering 
with an insulation that is unsurpassed in its proven ability to serve reliably 
for years under the trying conditions of actual operation. Leading engineers 
will confirm this. We, too, would be pleased to tell you more. 


Our headquarters office is at 30 Church St., New York 7, N. Y. 
Branches are in Ardmore, Pa., Boston, Cleveland, Chicago, 
Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 3 
ee LM EM BER] 
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POWER PIPING 


FIRSTS‘. 


that have made Kellogg the pacemeé ke 


As steam turbine operating pressures and tempera- 
tures have increased over the past 25 years, The M.W. 
Kellogg Company has continued to set the pace in 
power piping design, fabrication, and erection. Many 
of the developments which have brought the central 
power station to its present efficiency may be traced 
to the laboratory or shop techniques developed or 
first put to use in the industry by Kellogg. 
Among Kellogg’s many “‘firsts’’ of a general nature, 
listed in chronological order, are: 
e Forge and hammer welding of intermediate joints and 
branch connections in the United States 
e Bare wire electrode welding in the shop 
Coated electrode welding in the shop 
Shop-corrugated super-flexible pipe 
Streamlined forged fittings 
Development of an integrated analytical solution for 
piping flexibility analysis to include multiple anchor 
and intermediate restraint problems 
Use of inversion procedures for piping flexibility 
analysis 
e Development of model testing method for solving piping 
flexibility procedures 
e Evaluation of stress range concept and fatigue basis 
for flexibility design 
e Development of material specifications for C. 44% Mo. 
pipe having #3-#5 actual grain size to give optimum 
strength at high temperatures 
e Kelcaloy bi-metallic transition or ‘‘K’’ pieces to join 
ferritic to austenitic piping 
Kellogg’s ‘‘firsts’”’ in the fabrication of power piping, 
listed at the right, are even more numerous. Kellogg 
welcomes the opportunity to discuss its complete 
facilities with consulting engineers, engineers of power 
generating companies, and manufacturers of boilers, 
turbines, and allied equipment. 
FABRICATED PRODUCTS DIVISION 


The M. W. Kellogg Company 


711 THIRD AVENUE, NEW YORK 17, N.Y. 
A SUBSIDIARY OF PULLMAN INCORPORATED 


The Canadian Kellogg Co. Ltd.. Toronto e Kellogg International Corp., London 
Kellogg Pan American Corp, New Yorke Societe Kellogg, Paris e Companhta 
Kellogg Brasileira, Rio de Janeiro e Companta Kellogg de Venezuela, Caracas 











FIRST IN FABRICATION C >; 


© Piping from C. %2% Mo. 
® Station piping for 900 F. 
© Station piping for 950 F. 
® Station piping for 2200 psi. 
eC. %% Mo. piping with #3-#5 actual 
grain size 
© 1%4% Cr.-¥2% Mo. steam piping 
© Steam piping for 1000 F. 
e Y’r% Cr.-’2% Mo. station piping 
© 2% Cr.-Ya% Mo. station piping 
® Station piping for 1000 F. 
© 24%4% Cr.-1% Mo. station piping 
© 1%4% Cr.-%2% Mo. station piping 
© 1% Cr.-1% Mo. V. turbine piping 
© 2%% Cr.-1% Mo. V. station piping 
© Station piping for 1050 F. 
© 3% Cr.-1% Mo. station piping 
© Type 347 stainless turbine piping 
@ Mercury vapor piping for 1000 F. 
@ Station piping for 1003 F. for France 
© Type 347 stainless station piping 
® Station piping for 1100 F. 
© Type 316 stainless station piping 
© Type 316 stainless station piping for 
3500 psi-1050 F., 325 MW. 


© Type 316 stainless station piping f«r 
5600 psi-1200 F., 325 MW. 
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